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TENNESSEE VALLEY AUTHORITY 


TUESDAY, MARCH 10, 1959 


House or REPRESENTATIVES, 
CoMMITTEE ON Pusiic Works, 
Washington, D.C. 

The committee met, pursuant to call, at 10:05 a.m., in room 1302, 
New House Office Building, Hon. Clifford Davis presiding. 

Mr. Davis. The committee will be inorder. _ 

Gentlemen, we have under consideration this morning H.R. 3460, 
to authorize the Tennessee Valley Authority to issue revenue bonds to 
finance the capacity additions required each year to enable TVA to 
meet the growing power loads of the region. 

Several bills, most of them identical, are before us. Our colleague, 
Bob Jones, has introduced H.R. 3461. There are a great many others 
which are identical. 

This is not the first time this legislation has been considered by the 
committee. In May of 1955, our colleague, Mr. Jones of Alabama, 
and I, introduced similar bills. Early in the winter of 1957, Mr. Jones 
and I reintroduced our bills in the new Congress, and after extensive 
hearings before this committee in the spring of 1957, the Davis bill 
was reported to the House. 

In the meantime, the Senate had adopted a similar bill and this 
- committee held further hearings on S. 1869, which had been intro- 
duced in the Senate by Senator Kerr. That bill, S. 1869, was favor- 
ably reported on August 1, 1958. 

n this session Mr. Jones and I reintroduced the same bill which 
was reported last year, and the same as the one which had passed the 
Senate. Printed hearings of past sessions are available to members 
of the committee and the House. 

Scores of proponents and opponents have had the opportunity to 
present their views. Extensive hearings are not now required. Never- 
theless, I felt as chairman of the subcommittee and one of the autho 
of these bills that all of us needed to have the issues summarized again, 
and, particularly for the benefit of the new members, I scheduled this 
session with the approval of the chairman of the full committee, Mr. 
Buckley. I want the new members to know about TVA. 

TVA is much more than a great power system. It is a regional 

ney created by the Congress to carry out an integrated program 
of resource development. A turbulent river has been tamed, flood 
damages abated, and a navigation channel created. The land is more 

fertile, forests are more productive, and the resources of nature are 
_ more effectively utilized today because of TVA. 

New frontiers in public administration have been explored, new 

telationships between agencies of local, State, and Federal Govern- 
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ment have been developed. The story of TVA’s quarter century is 
a record of achievement that I hope this committee will study in the 


days ahead. Today, however, we will confine our discussion to TVA’s | 


epoeraies in the field of power generation and transmission. 


have asked Mr. G. O. Wessenauer, TV A’s Manager of Power, who | 


has been here many, many times before, to give us the background 
we will need to consider the bills before us. Mr. Wessenauer has 
been with TVA almost from the beginning. For more than 10 years 
he has been man of the power system, now the largest in the 
United States. I have asked him to summarize the history of the 
system’s growth, to identify the policies laid down by the Congress 
in the act, to describe how they have been carried out, to report the 
record to date, and the expectations in the future. 

Then I shall ask TVA’s General Counsel, Mr. Charles J. McCarthy, 
to summarize the major provisions of the pending legislation, which 
when it is enacted, will assure a continuation of the record of the 


past. 

The third and concluding witness will be Mr, 8. R. Finley, presi- 
dent of the Tennessee Valley Public Power Association, of Chatta- 
nooga, Tenn., who will represent the consumers of TVA power. 

I made that very brief statement because I think it is the sense of 
all of the committee to cooperate in the interests of conservation of 
time. These three witnesses this morning will be heard and, of 
course, full opportunity will be afforded those who desire to file state- 
ments for the record. However, many of the committees of the 
House have already reported out bills without further hearings when 
those bills had undergone extensive and thorough hearings in the past 
Congress. 

However, for the reasons I explained, in order to summarize the 
bill and refresh all of us on it, and to alert the new members we have 
sitting on the committee to this bill which has been offered, we are 
holding these hearings, and I do hope that on tomorrow those who 
have asked to testify will be just as cooperative as the proponents will 
indicate they are today. 

Now, Mr. Wessenauer. 

Mr. Broomrreip. Mr. Chairman, I wonder if I may have permission 
to make an opening statement? It is very short. 

Mr. Davis. Surely. 

Mr. Broomrire.p. Frankly, I was shocked. There has been some 
criticism in the paper from a gentleman from Tennessee who is not 
a member of this committee. The suggestion was made that Onpe 
nents of this bill are again using what he called stalling tactics. His 
grounds for criticism seemed to be confined to the fact that 13 wit- 
nesses had been asked to appear against the bill, while the supporters 
of this bill have limited themselves, he said, to 3 witnesses. 

This is an amazing criticism of the democratic processes. This 

ear on the House Public Works Committee there are six new mem- 
La who were not at previous hearings in the last Congress. On the 
Senate Public Works Committee, 10 of the 15 members are new on 
that committee. I think it is a sad day for the country when wit- 
nesses are criticized for asking to be heard on anything as important 
as this precedent-setting bill. 
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For my part, I hope both the TVA officials and the companies 
threatened by TVA expansion will have their equal day in court. 
The committee owes them no less. 

Mr. Davis. I am not familiar with this statement issued by some 
member unnamed. 

Mr. Broomrietp. I would like to offer for the committee a release 
that appeared in the Chattanooga Times of February 8, 1959, entitled 
“Stalling Tactics Laid to TVA Foes.” If you would like to read 
over the article, I will be glad to let you see it. 

Mr. Davis. I am sure the opening statement I made will clarify 
the views of the chairman. In all the years I have been here we have 
tried to be fair, but I repeat it is absolutely unnecessary to have repe- 
titious testimony when one, or two, or three, or four, or five, or six, 
or seven perhaps could state a case in opposition, when the testimony 
of others woud be simply cumulative. 

I am sure the gentleman from Michigan recognizes my feeling. 

Mr. Broomrietp. There is one further comment I would like to 
make, Mr. Chairman, and I have no objection to going on. 

With respect to your three witnesses that you hewn scheduled for 
today, I noticed that they are not members of the Board of Directors 
of the Tennessee Valley Authority. My question to you is, Does the 
proposed legislation being considered by this committee have to be 
considered by the Board of Directors, and have they given their au- 
thorization or approval or disapproval of the legislation before us? 

Mr. Davis. They have. 

Mr. Broomrietp. Have they given it to you in written form? 

Mr. Davis. Yes, sir. 

Mr. Broomrietp. May we have an opportunity to look that over? 

Mr. Jones. Mr. Chairman, I am going to insist on regular order 
in the proceedings of the committee. The question of whether the 
chairman is acting in such a manner as to procure all of the informa- 
tion will be presented in due course in the hearings, and I think we 
should proceed in the regular order. 

Mr. Davis. Thank you. 

Mr. Mack. May I make a request, Mr. Chairman ? 

Mr. Davis. Mr. Mack. 

Mr. Mack. Mr. Chairman, extensive hearings on similar legislation 
were conducted by this committee last. year. Both the statements of 
the proponents and opponents were submitted. There are a lot of new 
members of this committee and a great number of new Members of the 
House of Representatives. 

I respectfully request that. the chairman have the hearings of last 
year printed and made available to the membership before we take 
votes on this legislation. 

Mr. Davis. We can come to that im executive session. 

We will hear Mr. Wessenauer now. Will you come around, Mr. 
Wessenauer ? 

It will be unnecesary to qualify you as an expert witness. If we 
do have an expert. witness, it send be you. Mr. Wessenauer, along 


~ the lines indicated, would you in your own way bring this committee 
up to date on the Tennessee Valley Authority, and what it is expected 
to do, what it has done, and what is expected of it in the future? 
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STATEMENT OF G. 0. WESSENAUER, MANAGER OF POWER; ACCOM. 
PANIED BY R. A. KAMPMEIER, ASSISTANT MANAGER OF POWER; 
AND J. E. WATSON, DIRECTOR OF POWER UTILIZATION, TEN. 
NESSEE VALLEY AUTHORITY 


Mr. Wessenaver. Thank you, Mr. Chairman and members of the 
committee. 

I am glad to have this opportunity to review again with those of 
you with whom it was discussed a couple of years ago, and to tell 
those of you who are new to the committee, about the electric power 
portions of the Tennessee Valley Authority program. 

I have with me at the table this morning on my right Mr. R. A, 
Kampmeier, who is the Assistant Manager of Power for the Ten- 
nessee Valley Authority; and on my left Mr. James E,. Watson, who 
is Director of our Division of Power Utilization. 

The Tennessee Valley Authority, of course, is more than a power 
system, as the chairman indicated earlier. My remarks, however, 
will be directed almost entirely to the power phases of the Tennessee 
Valley Authority 1 ie oe and not to the other activities of the 
Tennessee Valley Authority, unless there are some questions which 
members of the committee may have dealing with the programs of 
navigation and flood control, the development of fertilizers and land 
resou or the forests and minerals in the Tennessee Valley. 

The TVA power system now has generating capacity which is in 
the order of 1014 million kilowatts. 

If I may step to the chart, I can point out the location of some of 
this capacity for the committee. 

The Tennessee River drainage basin it outlined on this chart in 
the dark blue color. You will note the rivers generally rise in the 
higher mountains of western North Carolina and eastern Tennessee, 
and drain in a southwesterly direction until about Guntersville, Ala. 
Then the Tennessee River turns west, and at Pickwick Dam it turns 
north and eventually enters into the Ohio River at Paducah, Ky., 
which is just a short distance above where the Ohio River merges 
with the Mississippi River. 

The Tennessee iver is developed from its mouth to the city of 
Knoxville by projects designed to provide a 9-foot navigation chan- 
nel on the main river, and to provide a certain amount of flood pro- 
tection. In the Kentucky Reservoir there is a Sag large storage 
space to facilitate flood control with respect to the lower Ohio and 
lower Mississippi Rivers. 

The tributaries are developed with storage reservoirs which are 
designed to hold back the heavy spring flows of the five major tribu- 
taries of the Tennessee River, and in those projects there are located 

nerating facilities to utilize the power stored in those reservoirs. _ 

All of the main river projects also have power generating facilities 
to utilize part of the water flowing in the main river. The total 
installed capacity of the hydro projects which TVA has in the Ten- 
nessee River Basin is about 2,700,000 kilowatts. In addition, there 
are operated in connection with the TVA system a number of projects 
on the Little Tennessee River, which are owned by the Aluminum 
Co. of America. Those projects are integrated in their operation into 
the TVA system as provided by an agreement between the Aluminum 
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Co. of America and the Tennessee Valley Authority under which the 
company permits TVA to direct the operation of those projects, sup- 
plying the power generated at them to the TVA system with TVA 
returning the power to Alcoa during the year, 

In addition, there is power capacity at projects on the Cumberland 
River, which were built by the Corps of Engineers in connection with 
the development of that river for navigation and flood control. Power 
from those projects is marketed by the Southeastern Power Admin- 
istration of the Department of the Interior, the entire output being 
sold to the Tennessee Valley Authority. 

So, including the Alcoa and Cumberland River projects and the 
projects in the Tennessee River Basin, there are appmeuney 334 
million kilowatts of hydro capacity feeding power into the TVA sys- 
tem from some 48 projects. 

Also, as part of the power system, a number of major steam plants 
are located at various porns in the area indicated by these red symbols. 
The larger ones were built by the Tennessee Valley Authority. These 
include the John Sevier, Kingston, Watts Bar, which was built during 
World War II, Widows Creek, Johnsonville, Shawnee, and Colbert 

Jants. 
: In addition to those eight which were built by the Tennessee Valley 
Authority, there were a number which were acquired by the Tennessee 
Valley Authority. Not all of these are indicated on the map. One 
at Wilson Dam, one at Hales Bar, one at Nashville, one at Memphis, 
and one at Parksville, and two other smaller ones. 

The total capacity in steam stations is 6,800,000 kilowatts. So the 
total capacity, hydro and steam, of the TV A system is over 1014 million 
kilowatts as of the present time. 

Under construction are a number of units, both hydro and steam, 
which would add about 2 million kilowatts to the system by the fall 
of 1962. That includes additional hydro units at the Wilson hydro 

roject, and additional steam units under construction at Johnsonville, 
Gallatin, Widows Creek, and Colbert. 

That gives you an idea of the magnitude of the generating facilities 
on the system. 

I should say that all of these generating stations are connected to 
a transmission network, which is connected in turn to the principal 
load centers of the area delineated by this pink color on the chart. 

There are 11,000 miles of transmission lines, about half of which 
is primary transmission, which on our system is 161,000 volts, and the 

a is in subtransmission, with voltages of 66,000 and 44,000 
volts. 

The policy which was adopted by the Congress with respect to the 
utilization of this power was this: That the power which would be 
available from the projects should not be confined in its use to the im- 
mediate vicinity of any project, but it should be made available over 
as wide an area as would be possible, considering the economic feasi- 
bility of transmitting the power. It also ee ed that the decision 

d primarily be determined 


municipalities and the people in the rural areas as to their desire 
totake TV A power. 
Over the years that has resulted in an area in which TVA power 
is not utilized which is indicated on this map by the area colored or 
outlined in pink. 
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In order for a community or an area to obtain Tennessee Valley 
Authority power, it was of course necessary for them to put themselves 
in the position to distribute power, because TVA’s fevathdas were 
to be primarily those of a generator and transmitter of power, and not 
a distributor of power. By that I mean, TVA sells power at whole- 
sale, and the distribution and sale of the power to the ultimate con- 
sumer is by local agencies—municipalities, or rural electric coopera- 
tives. 

There were in Mississippi in the early days some communities which 
already owned their distribution system. They had either been buying 
the power at wholesale, or generating it at their own plant. They were 
among some of the first to take advantage of the Tennessee Valley 
Authority Act, and to enter into contract with the Tennessee Valley 
Authority for the purchase of power at wholesale. 

In other areas the decisions of the communities through their refer- 
endums took longer periods of time. Sometimes they encountered dif- 
ficulties either in acquiring or building their systems. So as time 
passed we had varying expressions of interest in the area within trans- 
mission distance of the projects. That resulted in some local distribu- 
tors being only a short distance from a project, and in other instances 
local distributors being a much greater distance from the project. 
Over a period of time the area delineated by this pink color on the 
chart became the area in which TVA power is now utilized. You will 
see in some spots that it extends beyond the drainage basin of the 
Tennessee, and in other places it does not encompass all of the drainage 
basin of the Tennessee. 

For example, this pink line here in the eastern part of the drainage 
basin delineates the edge of the area utilizing Tennessee Valley Au- 
thority power. It thus does not encompass all of the drainage basin of 
the Tennessee. 

This area in which TVA power is now used, as indicated on this 
map, as a result of the decisions by the local communities, has re- 
mained about the same since the middle of 1945. The last major 
change occurred at that time in eastern Tennessee. The Cities Service 
Co. was under orders from the Securities and Exchange Commission 
to dispose of its properties. The communities in that area undertook 
to buy the distribution properties, and the Tennessee Valley Authority 
bought the generating and transmission facilities. 

ere have been no major changes in the area since that time. 
There have been some minor ones. 

There has been a major reduction in the area in the vicinity of 
Memphis, Tenn., which has undertaken to supply itself by the con- 
struction of its own generating plant, which is now going into opera- 
tion. 

During the fiscal year 1958 there were 153 local distribution agen- 
cies which distributed TVA power. They distributed it to some 
1,400,000 consumers and they used about one-third of the energy sold 
by the Tennessee Valley Authority. These 153 agencies comprise 99 
municipalities, 51 rural electric cooperatives, 2 private companies, and 
the community of Oak Ridge. 

In addition, the Tennessee Valley Authority supplies power to some 
large Se industries which, because of the size or characteris- 
tics of the load, are supplied directly from the transmission facilities. 
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These loads, and they are 26 in number, are such that about 15 percent 
of TVA energy in 1958 was purchased by those users. 

A little over half of the energy which was produced on the TVA 
system was utilized by the Federal Government itself. The power is 
used at several locations by 10 different agencies. The largest user, 
of course, is the Atomic Energy Commission, which obtains its power 
from the Tennessee Valley Authority for its Oak Ridge installation 
and for part of its power at its installation near Paducah, Ky. 

The Weanatass alley Authority Act provides that the power Re 


duced from the projects of the Tennessee Valley Authority sha 


considered primarily as being for the benefit of the people of the sec- 
tion as a whole, and particularly the domestic and rural consumers to 
whom power can economically be made available. The act sought the 
application of electric power to the fuller and better balanced develop- 
ment of the resources of the region. Consistent with these objectives, 
Congress directed that the power projects be made self-supporting 
and self-liquidating. 

That policy of Congress is expressed in the contracts which the 
municipalities and cooperative distributors enter into with the Tennes- 
see Valley Authority. In other words, the contracts between the 
Tennessee Valley Authority and these approximately 150 distributors 
are not simply contracts between the seller and buyer with the rate 
for power stipulated, but they incorporate an agreement on the part 
of the distributors of TVA power that in their distribution of the 

wer they will carry out the policies expressed in the Tennessee Val- 

y Authority Act. So they agree to dedicate their facilities and their 
service for the benefit of the consumers and particularly the domestic 
and rural consumers. 

Therefore, the contracts state that purpose. They also contain 
provisions to implement that purpose. 

For example, the parties agreed to the rates at which the power 
will be resold to the ultimate consumer in the respective areas. The 
contracts prescribe what shall be the disposition of the revenues the 
distribution receive from the ultimate consumers. They agree to pro- 
vide uniformity in their accounting systems, and that their accounting 
systems will be in accordance with the general accounting systems 
which is followed by utilities elsewhere. 

In the disposition of revenues, the distributors agree that the reve- 
nues, first, of course, will be utilized for the operation and maintenance 
expenses of the system. Secondly, they agree to utilize their revenues 
to take care of debt service. Most of these distributors, the municipal 
distributors, obtain the funds to finance their distribution systems 
through the issuance of revenue bonds. 

In the case of the rural electric cooperatives, in the early days 
they borrowed air from the Tennessee Valley Authority under 
authority in the TVA Act which has since expired. More recently, 


of course, since 1935, the cooperatives obtained most of their funds 
from the Rural Electrification Administration, as is customary else- 
where in the Nation, but in the case of cooperative as well as the munic- 
_ ipal distributors the second use of revenues is to take care of the 
service. 
Next they may use their revenues to take care of their taxes or in 
lieu tax payments. The contract recognizes that the electric distribu- 
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tion system should bear their fair share of local government costs and 
so in the case of municipalities they are eriabled to transfer from the 
electric operations into the general city funds an amount of money 
which is computed by applying the going ad valorem tax rates to 100 
percent of the payee value of the properties in the respective taxing 
jurisdictions. It is not a typical assessed value—a much lower percen- 
100 percent. 

r. Mack. Is that the Tennessee Valley Authority holdings, or 
public utility holdings? 

Mr. Wessenaver. No, sir, Mr. Mack, I am speaking now of thet 
municipalities’ own funds. I will come to the Tennessee Valley 
Authority’s part later. 

Mr. Mack. Yes. 

Mr. WesseNnAveER. In the case of the cooperatives, in most of the 
States they are subject to assessment by the tax assessing authority, 
and they pay taxes in accordance with that plan. 

After taking care of all of these items, the balance of the revenues 
available can be utilized only to further their service by constructing 
additional facilities as may be required, to a more rapid retirement 
of their indebtedness, or for a reduction in rates. So by that process 
the distributors have agreed in the contract to carry out the policies 
of the Tennessee Valley Authority Act. 

I might say in passing, in a number of the States the enabling legis- 
lation which permitted the municipalities or cooperatives to undertake 
electric distribution operations—the policies contained in the Ten- 
nessee Valley Authority Act are expressed in the State acts. Thus 
the people of the region have agreed to carry out these policies. 

Just by way of passing, these local agencies are managed by local 
people. There are some 950 on the various boards of directors of these 
operations. They are in various walks of life. I think the lar 
number are perhaps farmers, some 258; 173 merchants, 70 bankers, 
and so forth. 

I would like to take a moment to outline for the committee what 
has happened in the increased utilization of power over the past 25 

ears, as Tennessee Valley Authority power has been made available. 

or the purposes of comparison, I am going to show you in a very 
simple chart the amount of power which was utilized in 1933 in the 
area delineated by the pink area in which TVA power is now being 
— my to indicate for you the amount of power which is now being 
utilized. 

I have broken this down into three categories. The first category is 
the use on the home and farm. In 1933 that was 130 million kilowatt- 
hours. That amount is represented by this little bar. 

The use of power in the area in 1933 by commerce and industry is 
indicated by this bar. It was about 1.2 billion kilowatt-hours. 

The third category is the use by the Federal Government. In 1933 
that was so minor and small] that I couldn’t show it. It was only as 
much as was used in the post offices and places something like that. 

In the 25 years of time that has elapsed, the distributors of Tennessee 
Valley ‘Authority ower have undertaken to carry their distribution 
lines into the rural areas. They have actively carried out the policies 
of Congress in promoting the maximum utilization of this power for 
the benefit of the people. So, where in 1933 we had 130 million kilo- 
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watt-hours being used in the home and farm, last fiscal year 9.4 
billion kilowatt-hours were so used. 

That came about in this way: In 1933 there were only 225,000 con- 
sumers—home and farm consumers—with hardly any farms. Today 
there are six times that many, or something over 1,300,000 in the same 
area. So there has been a multiplication factor of six times in the 
number of consumers that have electricity. 

The other factor is the average use of electricity. In 1933, the 225,000 
consumers’ use averaged about 600 kilowatt-hours per year, and that 
was about the same as the national avera 600 kilowatt-hours per 

ear. At the end of the last fiscal year that figure was 7,158 in the 
ennessee Valley region, or 12 times as much per consumer. 

So here is the number I would like you to remember: 72 times— 
6 times the number of consumers and 12 times the average use means 
about 72 times as much electricity is now being utilized in the homes 
and farms of this 80,000-square-mile area. 

I think those of you who recognize the conveniences of electricity 
in your home, and particularly the advantages of electricity on the 
farm, can realize what that has meant. 

Farm statistics are even more startling because there is now being 
used on the farms in the area about 200 times as much electricity as was 
being used in 1933. 

Mr. Brown. Mr. Chairman. 

Mr. Davis. Mr. Brown. 

Mr. Brown. Mr. Wessenauer, you mentioned the 600-kilowatt-hour 
usage per consumer in 1933 compared favorably with the national 
average. 

~ does the 7,158-kilowatt-hour figure compare with the national 
average today ? 

Mr. Wessenaver. It is about double the national average. 

Let us turn to business and commerce and industry, where the 
use of electricity in 1933 was about 1,200 million kilowatt-hours. 
During the last fiscal year it had stepped up to 18.3 billion kilowatt- 
hours, or, I believe, a multiplying factor of about 15 times. 

Much of that electricity is being utilized in industries which par- 
tially manufacture products which are carried elsewhere in the Na- 
tion, and where further manufacturing is done on them. We have 
some large power-consuming industries like the aluminum industry, 
and some of the ferroalloy industries, and some of the chemical in- 
dustries of the valley. The number of consumers in business and in- 
dustry has increased from about 50,000 to about 172,000. 

Again, visualize these numbers in terms of what they mean with 
respect to people. If you think of putting in the hands of the worker 
15 times as much energy as he had in 1933, you can visualize what he 
can do in the sense of increased productivity. I think that is the 
significance of that fifteenfold increase in power users. 

Turning to the next category, the use by the Federal Government. 
In the last fiscal year the use by the Federal Government in this area 
was 29.4 billion kilowatt-hours. : 

As I indicated earlier, the major uses occurred at the two plants 
of the Atomic Energy Commission, the one at Oak Ridge and the 
other one at Paducah. However, there are other important defense 
installations in the area, including the wind tunnel of the AEDC at 
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Tullahoma, Tenn. There is the missile project at Huntsville. There 
are a number of camps and our own operations at Muscle Shoals. 

I think I can dramatize this for you by pointing out that, as large 
as all of these non-Federal uses have become, if I add these other two 
up graphically for you with this chart I can demonstrate that last year 
more than half of the Tennessee Valley Authority power was utilized 
by the Federal Government itself at its own installations. 

There are some who would try to have folks believe that the 
Tennessee Valley Authority only serves the region. I think that this 
is a clear demonstration, insofar as power supplied to those Federal 
projects is concerned, that it also serves the Nation. 

As to the other uses of power, I can point out to you as I indicated 
earlier that the manufacturing which is done in the Tennessee Valley 

rovides semifinished products, which are carried to other parts of the 

ation, where further work is done upon them. 

Insofar as residential use is concerned, the Tennessee Valley region 
since World War II has provided a market for over $2 billion worth 
of appliances, practically all of which are manufactured in other 
sections of the Nation. i will not go on with that at this time. 

So much to indicate the use of power. 

Looking ahead in the use of power, the non-Federal category has 
been growing at the rate of between 10 and 12 percent a year. It is 
10 and 12 percent a year in the area in which TVA power is now 
being used as delineated by the pink portion of the chart. To con- 
tinue to meet that growth in power requirements is the reason we 
are here discussing the necessity of a revenue bond bill which would 
enable the necessary future additions of power facilities to be financed 
by that means, rather than through the appropriation route. 

I might turn for a moment to speak of the financial results of the 
Tennessee Valley Authority operation, that is the power portion of 
its operation. As of the end of last June 30, 1958, there was an 
investment in the Tennessee Valley Authority power program of 
about $1,664 million. About $1,550 million was represented by prop- 
erty which is in service and the remaining $114 million in construction 
in progress. About $1,200 million of the total was provided by ap- 
propriations which have been made by the Congress, less the amount 
which has been returned to the Treasury. I will come to that ina 
moment. 

Last year our operating revenues from the power system were about 
$235 million, and we had operating expenses of $129 million. The 
major portion of that $129 million was represented by our coal bill. 
We burn about 18 million tons of coal a year, and it is about $80 
million worth. 

We paid in lieu of taxes to the States and counties $5,300,000 last 
year in accordance with section 13 of the Tennessee Valley Authority 
Act. The Tennessee Valley Authority Act provides that 5 percent of 
the revenues derived from the sale of power to agencies other than 
the Federal Government shall be paid to the States and counties in 
which TVA operates. The distribution of that payment is made to 
the States first, half of it on the basis of where the revenues came 
from, or where the power was sold, and half of it on the basis of where 
the property was located. 

Having determined each State’s share by that process, out of the 
State’s share there is first paid to counties an amount corresponding 
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to the payments which those counties received from the previous 
owner of any power property, and the balance is paid into the State 
treasury. 

In some cases the States themselves make a distribution of the pay- 
ments which the Tennessee Valley Authority makes to them, to 
municipalities, and local taxing districts, but that is a matter which 
each State decides for itself. 

In addition, we have charged depreciation of about $44 million 
based on straight-line method of calculation. This means over the 
meres life of any property we will recover the original cost of that 
facility. 

After those expenditures and charges which totaled $178 million, 
there was net power income of about $55 million last year. That 
represented about a 3.6-percent return on the average power invest- 
ment in that year. 

Last year was not as good a year financially as some of our previous 
years. We felt the effects of the recession. 

However, over the 25-year period that the Tennessee Valley Author- 
ity power operations have been in existence, earnings have averaged 
about 4 percent on the investment which has been devoted to power. 

In the disposition of the Tennessee Valley Authority’s earnings over 
the years, we have retired $65 million of bonds which were issued by 
the Tennessee Valley Authority under the TVA Act as it was amended 
in 1934. The major portion of these bonds were issued to acquire 
some of the properties in Tennessee, Alabama, and Mississippi of what 
is now the Southern Co. Those bonds were held in part by the 
Treasury, and in part by the Reconstruction Finance Corporation, 
and as I have indicated, we have retired all of those bonds. 

In addition, we have paid into the Treasury about $185 million 
in accordance with the law as set out in the Government Corporation 
Appropriation Act, of 1948, which requires that we make payments 
into the Treasury in amounts which over a 40-year period from the 
time in which a facility goes into operation will equal appropriations 
advanced for that facility. We are ahead of schedule on those pay- 
ments either as periment § as the minimum requirement under the act, 
or as expressed by hypothetical average schedules, if you assume we 
were to pay one-fortieth each year. 

Turning to the distributors, I think the committee might be inter- 
ested in a very brief summary of their financial results. 

The municipal and cooperative power distributors, 150 distributors 
last year, had gross receipts in the order of $185 million. They had 
expenses of $139 million. They paid taxes and tax equivalents of 
about $8.7 million. They had net receipts of about $37 million. 

That may be related to the average investment of those distributors 
in their distribution facilities. Their assets, excluding the Memphis 
steamplant, was in the order of $660 million. Many of*the distrib- 
utors have been able to retire much of their indebtedness and a num- 
ber of them, carrying out the policies expressed in the TVA Act, have 
reduced their rates below the rates which originally were in effect 
when they entered into their 20-year contracts with the Tennessee 
Valley Authority. 

I would like to take a moment to turn to the national effects of the 
Tennessee Valley Authority. 
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One of the accomplishments of it has been that we have been able 
to serve as a demonstration of what can be done in encouraging the 
use of electricity through low rates. 

I mentioned earlier the average residential use in fiscal year 1958. 
Let me give you a more recent figure. For the calendar year 1958, 
it was 7,765 kilowatt-hours for residential and farm consumption, 
and that compares with a national figure of 3,370. The average 
residential rate in the United States is about 214 cents. In the Ten- 
nessee Valley area it is slightly over 1 cent. 

I believe if you took time to look at the record, you would find that 
those sections of the country which are closest to TVA have generally 
lower rates and higher use than those which are more distant from 
the Tennessee Valley. The fact that this area remained practically 
static since 1945 is indicative that the utilities in the neighborhood 
adjacent to the Tennessee Valley have undertaken to do a good job 
servicewise and ratewise, and their consumers presumably ar suf- 
ficiently satisfied so that there is little or no effort in most of those 
neighboring communities to attempt to get TVA service. 

One of the things the Tennessee Valley Authority did was to stimu- 
late service to farmers. I know many of you are familiar with the 
Rural Electrification Administration and its accomplishments have 
been very great. We in the Tennessee Valley Authority did some 
important pioneering work in this field. In the early days for in- 
stance, the Alcorn Cooperative, an early TVA distributor, was one of 
the first electric co-ops in America and the TVA Act gave the author- 
ity to lend money to such cooperatives in the early days. We pioneered 
in some of the work which was done on how to get rural lines built 
at lower costs. As the Rural Electrification Administration was 
created and took over those responsibilities, we have confined our- 
selves to encourage greater use and providing the power. 

We felt it was not just enough to bring electricity to the farmer, 
but it ought to be brought to him on a basis where he can make the 
most use of it in his farming operations. 

Another of the national benefits of the Tennessee Valley Authority 
has been the savings which the Federal Government has made in its 
power use by the Atomic Energy Commission. We sell a large block 
of power to the Atomic Energy Commission, and some of von may 
recall that the contract which was entered into with the E.E. Inc. 
at Paducah for serving part of the load was designed in such a way 
as to come as close to the Tennessee Valley Authority rate as possible. 
They are fairly close—almost identical. That arrangement was also 
adopted by the O.V.E.C. when it undertook to serve the Atomic 
Energy Commission at Portsmouth, Ohio. 

As you will recognize, those are unusual utility arrangements in 
that the basis for the financing is about 95 percent bonds and only 5 
percent or so stock, in order to enable those low rates. Thus you 
can say the charges for the 20 billion kilowatt-hours which is bought 
by the Atomie Energy Commission from those companies has been 

atterned to meet the Tennessee Valley Authority rates for the 30 

illion kilowatt-hours bought from TVA. If one assumes and I think 
it would be very conservative to assume, only a mill differential from 
more customary utility practice, that represents $50 million a year 
saving to the United States. 
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The power program of the Tennessee Valley has stimulated the 
‘ational economy. As I indicated earlier, purchase of new appliances 
in our area are now running at the rate of about $240 million a year, 
and since the war about $2.4 billion of appliances have been pur- 
chased in our area. I can assure you, ve ion of them are manufac- 
tured in the Tennessee Valley region. They come from the North- 
east, the Midwest, and other parts of the Nation. 

We have helped the national economy also in the purchases by TVA 
and the distributors of materials and equipment. Over the past 12 
years TVA has bought about $1,700 million worth of equipment, 
and about $1 billion of that came from nonvalley States. 

We are here today, of course, not simply to look at the past. We 
must think about the future and how this agency is to continue the 
work which has been assigned to it by the Congress. 

This area still has a lot of problems, both economic and social. 
While some progress has been made in the region, the per capita 
income has been brought up only to 62 percent of the national per- 
capita income. Three-fourths of the counties in the United States 
which have more than one-third of their farms selling products 
valued at less than $1,200 per year are located in the South. Ten- 
nessee has a greater number than any other State. The Tennessee 
Valley region, of course, has the problem of migration of many of 
its young folks to other sections of the country, and of an agricultural 
economy declining in certain respects. Something needs to be done 
to offset the dwindling agricultural jobs and to further improve the 
per-capita income. 

Insofar as the power program is concerned, we feel there is much 
yet to be done. There are still many farms in the area which do not 

ave running water. The availability of electricity makes an elec- 
tric pump and well practical and many of those without running 
water will have itsoon. Weare growing. 

The rate of non-Federal use, as I have indicated earlier, has been 
growing at the rate of about 12 percent per year. We think that will 
continue for some time. Twelve percent a year means TVA will need 
in the order of 800,000 to 900,000 kilowatts of new capacity ever 

ear. That new capacity involves an expenditure in the order of, 
et us say, $180 million a year. 

The power Sper ations can generate part of that amount. Under the 
bill which has been introduced and which is under consideration here, 
out of the cash proceeds which are available after operating expenses 
some $40 million-plus will be required as payments into the Treasury. 
As we issue revenue bonds, some of the earnings will be required to 
take care of the debt service on those bonds. But presumably the 
power system ought to be able to generate somewhere in the order of 
one-quarter to one-third of the new capital requirement for such new 
capacity. That means the rest of the funds will have to be found 
from outside sources, 

In the past, that money has been provided by the Congress through 
appropriations. This bill contemplates giving to the Tennessee Val- 


ley Authority an additional means of providing the money through 
the issuance of revenue bonds. 

I am not going to discuss the bill because Mr. McCarthy is to do 
that with you. But I would like to point out to you that the power 
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demands continue to grow. We have had no appropriations for any 
new power facilities since 1953. We have had some to complete wor 
which had been started at that time, or prior thereto. 

In the meantime, revenues have been the only sources from which 
to ou facilities to take care of this continuing increasing growth, 
and we have now reached the point where they cannot provide all that 
is necessary. Even by deferring payments to the Treasury, as we 
have had to do in the past year or so, we cannot do it. It is impor- 
tant that the Congress recognize this factor, and we sincerely hope 
that favorable consideration will be given to this means of providing 
the funds with which to take care of the future power needs of the 
region. 

That is all, Mr. Chairman. 

Mr. Davis. Thank you. 

Mr. Mack. Mr. Chairman. 

Mr. Broomrietp. Mr. Chairman. 

Mr. Davis. Mr. Mack. 

Mr. Mack. Mr. Wessenauer, I think it is beyond debate that. the 
Tennessee Valley Authority contributed to the growth and develop- 
ment and prosperity of the Tennessee Valley area, despite the fact 
that there are some who believes its area should not be expanded at 
all. They are in the minority, I think. They believe that the Ten- 
nessee Valley Authority should be dismembered in its operations and 
turned over to private industry. 

Another minority believes that the Tennessee Valley Authority 
should be expanded far beyond the boundaries it now occupies, going 
100 or many hundreds of miles outside their area. 

However, in between those two there are a vast mass of people who 
believe some feasible plan should be worked out to permit you to 
obtain money to take care of the growth and needs of the area. 

I believe that the interests of the Federal Government in this $1,200 
million which the Tennessee Valley Authority owes to the Treasury 
of the United States are reflected in the interests of the taxpayers that 
it should be repaid in an orderly manner. 

As I see it, there are two main controversies involved in this bill. 
One is the area which the Tennessee Valley Authority will occupy or 
can occupy under this bill. The other controversy is the assurance 
that the issuance of any bonds, if they are issued, will be done in such 
a manner as not to destroy the effectiveness of the Treasury Depart- 
ment in maintaining the national debt of $288 billion. 

The first of those disputes, of course, relates to the territory in- 
volved. This colored map which you have placed on the board, illus- 
trates the territory which is now served by the Tennessee Valley 
Authority. Is that not so, Mr. Wessenauer ? 

Mr. Wessenaver. The area delineated by the pink color and that 
portion of the blue outlined by the pink line. Yes, sir. 

Mr. Mack. That is approximately 80,000 miles ? 

Mr. Wessenaver. 80,000 square miles. Yes, sir. 

Mr. Mack. Under the existing law, how far can the Tennessee 
Valley Authority expand beyond the area it now serves? Last year 
you testified that it could expand within transmission distance of the 
hydroelectric plants. Is that so? 

Mr. Wessenaver. The power could be made available within 


transmission distance of the hvdroelectric plants. That is correct, 
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Mr. Mack. But I think you have to recognize that TVA on its own 
initiative could not go out in that area. 

Mr. Mack. That is, it has to come as a result of requests from 
somewhere else ? 

Mr. WessENAUER. On a request and on a demonstration by the re- 
questing agency that it was in a position to acquire its own distribu- 
tion system, and it was in a position and willing to agree to the gen- 
eral policies of the Congress as contained in the act and in a TVA 
power contract, and a lot of other factors which enter into that de- 
termination. 

Mr. Mack. I recognize that, but the law of 1947, as I read it, or 
the Tennessee Valley Authority Act, gives you authority to construct, 
to lease, to purchase or authorize construction of transmission lines 
within transmission distance from the place where generated. In 
other words, it does not apply or limit you to the hydroelectric plants, 
but you can transmit from any point where generated, either by 
steam or hydroelectricity. Isn’t that correct? 

Mr. Wessenaver. No, I do not believe it is correct, Mr. Mack. 
As I understand it, the measurement must be from a hydroelectric 

roject. 
r Mr. Mack. It does not say that in this part of the law I am read- 
ing. 

Mr. Wessenaver. I am not a lawyer myself, Mr. Mack, and per- 
haps Mr. McCarthy can answer that. 

Mr. Mack. I am not either, but I read this language and it seems 
to me that is what it says. It says you can transmit any distance 
where it is economically feasible to transmit under these certain con- 
ditions. If somebody requests it and if the Tennessee Valley Au- 
thority Directors are willing to deliver it. There is no limitation 
now on the distance that you can transmit. that power, except eco- 
nomic transmission distances. Isn’t that so? 

Mr. Wessenaver. From a hydroelectric project. 

- Mr. Mack. In other words, if this bill stays exactly as it is with- 
out any changes whatever, the Tennessee Valley Authority Di- 

rectors on the request of people outside can go 170 miles from an 
existing plant. That is an economic transmission distance, is it not? 

Mr. Wesspenaver. We have transmitted that far. That is correct. 

Mr. Mack. In California they are transmitting 375 miles, are they 
not, from Los Angeles ? 

Mr. Wessenaver. I am not familiar with the exact distances. I 
think perhaps from Hoover Dam to Los Angeles is almost that dis- 
tance. 

Mr. Mack. There is testimony by private and public power people 
that they can transmit electrical power due to the improvements 
made, a distance of as much as 600 miles, in Russia. Like the speed 
of airplanes, it is a constantly changing factor, with constant im- 
provements being made. 

Mr. Wessenaver. That factor does change, but when you are talk- 
ing about any great distances such as those, Mr, Mack, you must be 
talking in considerable quantities of power, because it would not be 
papenpicel to transmit 600 miles at the high voltages unless you 

Mr. Mack. There are great cities within 600 miles of the Tennessee 
Valley Authority. 
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The point I am trying to make is, without any limitation if the law 
remains exactly as it is, you can now transmit far beyond the present 
boundaries of the Tennessee Valley Authority. 

Mr. Wessenaver. It is possible that could happen, but the point I 
want to make now, Mr. Mack, is that that has been in the law for the 
last 14 years, and this area, for good reasons, has remained just as it is. 

Mr. Mack. But it can be done. Under this bill they propose to put 
in certain limitations on the distances within which you can deliver 

ower. 
- Mr. Wessenaver. The bill which is before the committee, H.R. 
3460, contains a provision which limits the area in which power could 
be utilized generally to the area indicated on that map in blue and in 
pink color, plus the remainder of any county in which power is now 
available or which lies in the drainage basin. 

Mr. Mack. And that additional area that would be added to the 
Tennessee Valley Authority under this bill would be about 25,000 
square miles. Is that about right 

Mr. Wessenaver. I believe it could be about 25,000 square miles. 

Mr. Mack. In other words, you would be permitted, under this leg- 
islation, to serve 105,000 square miles of territory instead of 80,000 
square miles of territory, as you are now ? 

Mr. Wessenaver. I suppose you could put it the other way. In- 
stead of a much larger area it is limited to only 105,000. 

Mr. Mack. Certainly. 

Now, you might deliver power to an area of 300,000 square miles 
under existing law. So any limitation to that is a limitation to that 
degree. 

Mr. Wessenaver. Yes. 

Mr. Davis. Will the gentleman yield ? 

Mr. Macs. Yes. 

Mr. Davis. Obviously, you could serve 230,000 square miles, as I un- 
derstand it. You are now serving 80,000. So if this bill stepped it up 
to 105,000 square miles, it will reduce instead of expand your service 
area from 230,000 to 105,000, which would cut it by more than half. 
Is that a fair statement ? 

_ Mr. Wessenaver. It would reduce the possible area to 105,000. Yes, 
sir. 

Mr. Mack. I want to make some inquiries about financing ar- 
rangements. 

e Tennessee Valley Authority at the present time owes to the Fed- 
eral Government the unpaid part of the capital it borrowed, $1,200 
million, roughly. 

Mr. Wessenaver. The appropriation investment in the system is 
now $1,200 million. That may be what you have in mind. 

Mr. Mack. And under the 1947 law the Tennessee Valley Authority 
is required to pay back, or is supposed to pay back, all of that money 
within 40 years? 

Mr. Wessenaver. The law requires payment of that amount in 40 

ears. 
: Mr. Mack. And that is an average of $30 million a year? 

Mr. WessenaveEr. That is correct. 

Mr. Mack. But you are not required to pay $30 million each year, 
but only $30 million as an average per year. 
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Mr. WessENAUER. Yes, sir. We must in the 40 years reach $1,200 
million. We can vary it, within the period, but it must equal $1,200 
million at the end of 40 years. 

Mr. Mack. And that money is interest-free? There is no money 
paid on that $1,200 million ? 

Mr. WessenavER. You must recognize—— 

Mr. Mack. You call it return on investment, but still it is interest 
in my language. 

Mr. Wessenaver. I think I would like, if you will permit me— 
may I take a moment ? 

Mr. Mack. Yes. 

Mr. WesseNavEr. We must look upon this $1,200 million as being 
the investment of the owner in these facilities. These facilities are 
owned by the United States, and this is an investment by the owner 
in the facilities. As I visualize the present arrangement, the owner 
is saying he wants to take out of the business as dividends, or what- 
ever you want to call them, amounts of money which over 40 years 
ould equal this $1,200 million. I say dividends because at the end 
of 40 years the property does not pass to somebody else. It still 
belongs to the United States as the owner. 

That is the arrangement which the Congress has provided—the 
basis for taking money from this particular Federal power operation 
in the Tennessee Valley area. 

Mr. Mack. In short, the fact is, the Federal Government is re- 
ceiving or supposed to receive $30 million a year under the existing 
law on the return on its investment in the Tennessee Valley Authority. 

Mr. WessenaveER. That is what the present law provides. Yes, sir. 

Mr. Mack. Under this bill, provisions are made that the Tennessee 
Valley Authority shall pay interest to the Government on this $1,200 
million adiehabl Is that. not so, Mr. Wessenauer ? 

Mr. WessENAvER. It provides that there shall be paid to the Federal 
Government a return on its investment which is computed—— 

Mr. Mack. It is still interest to me. 

Mr. Wessenaver. All right, sir. 

Mr. Mack. They pay interest and at the average rate of all Gov- 
ernment borrowings. 

Mr. Wessenaver. That is the rate which would be used for com- 
puting the payment, sir. 

Mr. Mack. And the average rate, I am told, by a member of the 
executive department, or I was told this week, is now 3 percent. In 
other words, you would be agreeing to pay aperonmateny $36 million 
in interest if the going rate is 3 percent. t year you testified it 
was 2.58 percent. I was told the other day that it is now 3 percent. 
So you are going to pay back $36 million in interest, and plus that, 
and in addition, you agree to pay back $10 million a year on the 
principal. 

Mr. Wessenaver. The bill which is before the committee requires 
that payment. Yes, sir. 

Mr. Mack. In other words, we would get $36 million plus $10 mil- 
lion, or $46 million a year, in place of the $30 million a year we are 
now receiving; or, to put it another way, the Federal Government. will 
receive back $16 million in additional money per year? 


18 TENNESSEE VALLEY AUTHORITY 


Mr. WessenAver. With those assumptions, that is the correct in- 
crease, sir. 

Mr. Mack. But how are you going to pay back this money? This 
bill says they shall pay it back by charging sufficient rates to maintain 
and operate and depreciate all those items, but it says nothing about 
the $10 million. You are not to charge that rate to pay back the $10 
million which you agreed to pay back. 

Mr. Wessenaver. I think that would follow, Mr. Mack. The only 
way that the payments could be made in accordance with the act, and 
it is a requirement of the act, is from the power revenues. Therefore 
the Tennessee Valley Authority having an obligation to pay that 
amount, could not do anything but have a rate adequate to make all 
of those payments. 

Mr. Mack. It seems to me, however, Mr. Wessenauer, it is quite an 
admission to leave out of the bill that the TVA should charge sufficient 
rates to pay back the invested capital in the enterprise for the reason 
that it makes all of these other claims prior to paying back the Govern- 
ment the $10 million. Then you can say we haven’t enough money to 
pay everybody, so the Government does not get its $10 million. 

Mr. Wessenaver. I can’t visualize that happening, Mr. Mack, but I 
think one must recognize that the owner—if he is proposing, which 
the United States is doing, proposing to go to the market to issue reve- 
nue bonds—the owner usually pledges that he will take from his 
available funds enough first to pay the man from whom he borrowed 
the money. 

Mr. Mack. Why should not the people in the Tennessee Valley area, 
the consumers, pay sufficient rates to pay back the interest on the bonds, 
and also pay back on the capital investment ? 

Mr. Wessenaver. I think this bill requires that, Mr. Mack. 

Mr. Mack. If you are agreeable to having that in the bill, it is cer- 
tainly agreeable to me. 

Another point connected with this $10 million a year—— 

Mr. Davis. Will the gentleman yield on that point ? 

Mr. Mack. Yes, sir. 

Mr. Davis. At the top of page 4, or the bottom of page 3, it says: 

Notwithstanding the provisions of section 26 of this Act or any other pro- 
vision of law, the Corporation may pledge and use its net power proceeds for 
payment of the principal of and interest on said bonds, for purchase or redemption 
thereof, and for other purposes incidental thereto, including creation of reserve 
funds and other funds which may be similarly pledged and used, to such extent 
and in such manner as it may deem necessary or desirable. 

Mr. Mack. Mr. Chairman, the point IT am making is in this provi- 
sion that the Tennessee Valley Authority charge adequate rates for 
its power to make these payments. There is nothing I can find about 
charging an adequate rate to pay the Federal Government the $10 
million a year which it promises to pay on the Government’s invested 
capital. Mr. Wessenauer thinks that should be in there, or is there. 

r. WessENAUER. We understand that to be the intent of this bill, 
and I haven’t any question about it, Mr. Mack. 

Mr. Mack. Then I have no further questions on that. 

Mr. Cramer. Will the gentleman yield on that? 

Mr. Mack. Justa minute. There is another point I wish to take up. 

You are going to pay back $10 million a year. I suppose more than 
half of the invested capital in the Tennessee Valley Authority is in- 
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vested in steamplants, not hydroelectric plants. Two-thirds of your 
power comes from steamplants. 

I understand the life of a hydroelectric plant may extend over a 
hundred or a hundred and fifty years. That might be all right on 
the payment for hydroelectric plants, but certainly a steam plant will 
not last that long and will become antiquated and no longer useful 
long before a hundred and twenty years, which would be required to 
pay them off. You could take a hundred and twenty years to pay off 
this investment at the rate of $10 million a year. 

Do you think it would be unreasonable to put a provision in there 
instead of $10 million a year that the Tennessee Valley Authority 
should pay $20 million a year, and thereby liquidate its obligations to 
the Federal Government in a period of 60 years rather than a hundred 
and twenty years? 

Mr. WessenAvER. There are two comments I would make on that, 
Mr. Mack. 

In the first place, one section of the bill requires that the Tennessee 
Valley Authority must always have property equal in value to the re- 
maining investment of the Federal Government, and any bonds still 
outstanding. So that if at any time the property should wear out 
faster, we either have to invest money in new plant without any ad- 
ditional capital from the outside, at least equal to the amount that was 
worn out, or we have to retire either the bonded indebtedness or the 
appropriation investment at a faster rate, so that the investment is 
always represented and backed by property of equal or greater value. 

Mr. Mack. The reason why I made that inquiry is I know of no 
industrial property in the United States that would not be obsolete, 
or at least worn out, in a period of a hundred and twenty years. 

Mr. Wessenauer. I think you have to visualize, though, Mr. Mack, 
that in any power system and in a continuing and active and growing 
business, you are always continually adding to it, so that the system 
never wears out but increases in value. 

Mr. Macx. Is the Tennessee Valley Authority actually going to 
return under this legislation the $10 million a year to the Treasury of 
the United States, or can it under this language on page 10 use that 
$10 million to make investments in new plants and new holdings, or 
put it into reserve or sinking funds, and not turn it in tothe Treasury 
of the United States ? 

Mr. Wessenaver. No. I think the language is very clear. It says 
it must be paid into the Treasury of the United States. 

Mr. Macx. I noticed this statement on line 20 of the bill on page 10. 
It refers to the 5-year period and then it says: “directly or through 
— into reserve or sinking funds.” I took that to mean, not 

ing a lawyer, they would pay the funds directly to the Treasury 
of the United States, or they might put it into reserve or sinking 
funds, and the Government will never get the money and the Tennessee 
Valley Authority will still have the $10 million in their reserve or 
eoking funds and under their control and not under the Treasury’s 
control. 

Mr. Wessenaver. I believe, Mr. Mack, that portion you are readin 
on page 10 has to do with the point I was making a moment ago, an 
not with the $10 million. In other words, it says if in a 5-year period 
the i id has worn out to a certain extent, the Tennessee Valle 
Authority must either have put in new property equal to that whic 
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was worn out, or it must have retired some indebtedness equal to that 
amount. 

Mr. Mack, I don’t want to take up the time of the committee be- 
cause I know a number of the other members of the committee have 
questions, but I want to ask a question on page 8, subsection (d), 
relating to selling bonds to fiduciary, trust and public funds. 

Does that mean that the Tennessee Valley coleaate bonds can be 
sold to the Social Security Agency, or the railroad retirement, and 
take funds from this trust fund from the Railroad Retirement Act 
and use those trust funds? 

Mr. Wessenaver. This would authorize them to. They could buy 
them, if they wanted to. 

Mr. Mack. Then if you bought from those agencies or if they 
invested in your bonds, then you would deprive the Treasury of that 
source of financing for the regular Government debt, would you not? 
The Federal Government at the present time borrows from the social 
security reserve and the railroad retirement reserve and the Federal 
employees reserve, and puts Federal bonds into that fund. If the 
Tennessee Valley Authority moves into that fund and borrows this 
money, then the Treasury of the United States must go out into the 
open market to secure its money—$750 million worth. 

Mr. Wessenaver. To the extent we might be in that modest way 
competitive, that could possibly be so. 

. Mack. The more money the Federal Government borrows in 
the open market, the stiffer the interest rate becomes on the plain 
principle of the law of supply and demand. 

Mr. WessENAvUER. We would be well aware of that. 

Mr. Mack. I have a number of other questions, but I think I will 
reserve that for later and I will yield my time now. 

Mr. Davis. I have one question at that point. 

The Secretary of the Treasury must be consulted in the manage- 
ment of all this money. That is certainly a provision and a 
protection. 

Mr. Mack. Mr. Chairman, he must be consulted, but the Tennessee 
Valley Authority does not have to pay any attention to what the 
Treasury pro and that gives them no control whatsoever. The 
Treasury needs control of the issuance of bonds. 

It seems to me if the Treasury is going to manage efficiently a $288 
billion debt, it is absolutely necessary that the Treasury have some- 
thing positive and authoritative to say as to the timing of the issue 
and the amount of interest that the Tennessee Valley Authority pays. 

Mr. Wessenaurr. These bonds are not part of the national debt 
because they do not pledge the credit of the United States. They are 
pledging only the revenues from the power system, which is quite a 

istinction, it seems to me. 

We will be required by this bill to accede to the Secretary of the 
Treasury’s desire as to the timing of each issue so as not to be in con- 
flict with issues he may have pending at the same time. 

I think you ought to recognize that our issues are likely to be in 
the order of $50 million, perhaps. 

Mr. Mack. $750 million. 

Mr. Wessenaver. Not $750 million at one time, sir. This $750 
million is what we have as a maximum authorization. But I think 
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you would have to visualize our needs for funds would be such that 
they would be spread over a number of years, and our issues at on 4 
one time would be very modest ones, and almost infinitesimal wit 
respect to the issues of the Secretary of the Treasury. I can hardly 
see that we could wag that dog very much. 

Mr. Mack. I recognize you are going to borrow this money over a 
period of years, but they have given you authority to borrow $750 
million. If what you say is true, you don’t need that much authority. 

I have been opposed in the last year to issuing so mane bonds. I 
am not so strong on that issue, provided the Taare as control 
over the timing and the interest rate. 

Mr. Wessenaver. With respect to the interest rate, the revenue 
bonds that I am familiar with are generally sold on the basis where 
under competitive somes: the interest rate is set by the purchaser. 
bids that determine the rates of interest that 
wi aid. 

Mr. Mack. I don’t think this provision that the Government will 
not be responsible for these bond issues is worth the paper it is written 
on for this reason: The Tennessee Valley Authority is owned and 
managed by the Federal Government through three directors ap- 
pointed by the President of the United States and accountable to him 
and confirmed by the Senate. Under those conditions the Federal 
Government is certainly going to be responsible and honorbound to 
pay these bonds if there is any deficit. 

en we considered that type of financing for the highway pro- 

m, General Clay testified before this committee while they wad 

t same language in the bill, it was meaningless, and if anything 

peppenee to the bonds on the highways and they became in default 

and there was not enough tax revenue to pay them, the Federal Gov- 

ernment would be honorbound to pay them. The Federal Govern- 

ment will be honorbound to pay the Tennessee Valley Authority’s 

bonds, if for any reason they should get in default. 1 do not think 
they would, but if they did we would be so bound. 

Mr. Wessenaver. Possibly you are right, Mr. Mack, but the bill 
makes clear that the Federal Government is not behind the bonds. 
That is expressly stated in the bill. 

The bill also provides that elective rates must be cha that are 
adequate so that there never could be a default. I think t are im- 
portant provisions with respect to these bonds and what is behind 
the bonds. 

Mr. Cramer. Mr. Davis. 

Mr. Davis. Mr. Cramer. 

Mr. Cramer. I have a couple of questions I would like to ask Mr. 
Wessenauer. 

The first question is, is it your understanding under the provisions 
of the bill that this $750 million bond issue authority is limited to that 
total amount and could not be increased by reissuance of bonds after 
paying off the onnteng obligations ? 

r. WesseNAveR. It says the net amount outstanding shall not be 


over $750 million, Mr. Cramer, so if the Tennessee Valley Authority 
should retire some of them, it could later reissue some, but the maxi- 
ee that could be outstanding at any one time is the $750 million 
imit. 
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Mr. Cramer. In other words, it is not limited to a total of $750 mil- 
mit but rather a net amount outstanding at any one time of $750 
million. 

Mr. Wessenaver. That is correct. 

Mr. Cramer. So in fact if you pay it off you will have relatively 
an unlimited amount of issuance you can make in the future by paying 
off old obligations. Is that not correct? 

Mr. Wessenaver. The limits would be affected by the rate at which 
you could create, out of earnings, enough capital to pay off outstand- 
ing debt: If we had the revenue, we might as well invest them 
directly, Mr. Cramer, as to retire and reissue bonds. 

Mr. Cramer. Is it my understanding that this legislation results 
from the recommendation of you and your group? Is this the recom- 
mendation of the Tennessee Valley Authority on this bill? 

Mr. Wessenaver. The original recommendation of the Tennessee 
Valley Authority was somewhat different from this bill, Mr. Cramer. 
In actions by the Congress, particularly in the Senate, certain pro- 
visions have been incorporated in it, such as the one on territory, and 
certain limitations as on the amount of bonds, were added in the Sen- 
ate. But the Tennessee Valley Authority Board, as I recall it, last 

ear wired the chairman of this committee saying that this bill would 
be a workable bill. : 

Mr. Cramer. You are familiar, of course, with the President’s rec- 
ommendation with regard to the Tennessee Valley Authority financ- 
ing. I presume that his recommendations are not broad enough to 
satisfy the TVA. Isthat correct? ’ 

Mr. Wessenaver. I do not know that I can speak to that, Mr. 
Cramer. The President’s message is in rather general language. 

Mr. Cramer. As I understand his message, he is in favor of some 
bond issue obligational authority, period. Is that not correct? With- 
out taking it out of budgetary control, and so on. : 

Mr. Wessenaver. The President in several messages to the Congress 
did recommend that the Tennessee Valley Authority have the au- 
thority to issue revenue bonds. 

Mr. Cramer. But without these additional provisions that have 
been injected into the legislation presently before us ? 

Mr. Wy imetontonn: I do not know whether this bill would completely 
satisfy his wishes or not, sir. 

Mr. Cramer. How many years do you contemplate this $750 mil- 
lion will last TVA? When will they be back again for additional 
bond issue authorization 

Mr. Wessenaver. That will depend on the rate of growth and the 
need for power. With the bill as it is now drafted, and recognizing 
the fact that it takes some 3 years to provide new capacity—that is, 
ra have to see the funds available before you will be willing to start— 

think the Tennessee Valley Authority may have to be back before 
om a, perhaps as early as 5 years from now, and maybe as 
ong as 7. 
. Cramer. Five to seven years would be your statement of the 
time that this bond issue it is contemplated would be adequate for? 

Mr. Wessenaver. Yes, sir. We would want to present it enough 

in advance, Mr. Cramer, to give Congress adequate time to consider 


the bill. 
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Mr. Cramer. In other words, what you are saying is, and admit- 
tedly, of course, the Federal Government’s $1,200 million becomes a 
secondary obligation to your bond issue authority. Is that not cor- 
rect ? 

Mr. WessenaveEr. The $1,200 million occupies the position of the 
owner’s equity and as such it is subordinate to the bonds. 

Mr. Cramer. It becomes a secondary obligation to the bonds and 
it is subordinate to the bonds? 

Mr. Wessenaver. It is subordinate to the bonds, just as anybody 
who goes out and borrows money makes payments to himself sub- 
ordinate. 

Mr. Cramer. I have just one or two other brief questions. 

With respect to budgetary control, is it the Tennessee Valley Au- 
thority’s recommendation to have provisions contained on page 5, 
lines 20 to 23, which provide that— 

* * * such proceeds and bonds shall not be included in computations of receipts, 
expenditures, surpluses, or deficits in the budget prepared annually * * *, 

Isn’t it true that means in effect that the President’s budgetary 
recommendations will no longer deal with the subject of the Tennessee 
Valley Authority, and therefore budgetary control by the Federal 
Government will be relinquished under this bill ? 

Mr. Wessenauer. I donot beileve so. 

Mr. Cramer. Will you explain what you mean by that? 

Mr. Wessenaver. As I understand this provision, it simply says 
the receipts and expenditures, since these expenditures and the bonds 
issued to provide for those expenditures are not part of the public 
debt, they would not appear in the budget presentation as. if they 
were. However, that does not mean the Tennessee Valley Authority 
would not continue to supply to the President or the Bureau of the 
Budget for transmittal to the Congress its estimates on the use of 
these funds, just as it has in the past on the use of its revenues. 

Mr. Cramer. You mean by “these funds” the bond issue funds? 

Mr. WesseNnAvER. That is right. These are, of course, pledging 
future revenues, whereas we now report on the use of current revenues. 

Mr. Cramer. Is your statement to the effect that you contemplate 
consulting with and accepting recommendations of the Bureau of 
the Budget in the future with respect to bond issue revenues under 
this bill?’ I am talking about bond issue revenues. 

Mr. Wessenavenr. I, too, am referring to bond funds. We would 
report to the President as to the Tennessee Valley Authority’s ex- 
ved use of bond funds. Presumably he would transmit that to the 

ongress. 

Mr. Cramer. But you will not be required to accept the recom- 
mendations of the Bureau of the Budget or the President with regard 
to the expenditure of these bond issue funds in the future. Is that 
not correct? Under the provisions of section 15d(b) on page 5, for 
instance. 

Mr. Wessenaver. Again, perhaps—you ought to direct that ques- 
tion to Mr. McCarthy, Mr. Cramer, but we would of course comply 
with whatever is the law with respect to the Tennessee Valley Author- 
ity’s use of these funds. 

Mr. Cramer. I am trying to find out what the law will be under 
this bill. That is why I am asking the question, Mr. Wessenauer. 


| 


24 TENNESSEE VALLEY AUTHORITY 


Mr. Wessenaver. As I understand the present use of revenues, it 
is the responsibility of the Tennessee Valley Authority Board to pro- 
vide the facilities necessary, and they would do their best to advise. 
the President and the Congress as to what its expected use of revenues 
would be. 

It must be recognized, however, that these things change from 
time to time, and even within the year. I believe the present law 
under which we use our revenues permits the Tennessee Valley 
Authority to change its plans within the ear if circumstances require 
that it doso. I would assume that would be equally true with respect 
to these bond funds. 

Mr. Cramer. I have one other question with respect to a similar 

uestion asked by Mr. Mack with regard to the obligations of the 
ennessee Valley Authority in the future to pay off the interest. on 
the $1,200 million, and the $10 million on the principal. 

On page 8, subsection (e), lines 20 to 23, it says: 

(e) From net power proceeds in excess of those required to meet the Corpo- 
ration’s obligations under the provisions of any bond or bond contract * * *, 

Then it goes into the repayment of the $10 million. 

Is it not true, from the manner in which this bill is worded, there is 
absolutely no mandatory requirement that the Tennessee Valley Au- 
thority shall charge adequate rates to cover—-in view of this provi- 
sion—to cover the $10 million plus the return on the $1,200 million 
in interest ? 

Mr. Wessenaver. If you will turn to the bottom of page 9. 

Mr. Davis. The last line. 

Mr. Cramer. I am familiar with that provision, and I am asking 
you whether or not in your opinion it is an ironclad guarantee that 
the taxpayers of America are going to receive this repayment under 
the provisions of this bill. 

Mr. WEsSENAUER. Yes; an unqualified yes. 

Mr. Cramer. That is all I have. 

Mr. Batpwin. I am next. 

Mr. Davis. You boys on this side will have to be excused. We are 
going right down the fine on the other side. 

Mr. Baldwin. . 

Mr. Batpwin. On that particular point, you say you consider this 
an ironclad guarantee. Why is the wording different beginning at 
theend of page 9 on line 25¢ Itsays: 


The Corporation shall charge rates for power which will produce gross reve- 
nues sufficient to provide funds for operation, maintenance, and administration 
of its power system; payments to States and counties in lieu of taxes; debt 
service on outstanding bonds, including provision and maintenance of reserve 
funds and other funds established in connection therewith; payments to the 
Treasury as a return on the appropriation investment pursuant to subsection 
(e) hereof ; and such additional margin as the Board may consider desirable. 


They switch from a “shall” to a “may consider desirable.” 
Under the “may consider desirable” section, it goes on and says: 


* * * for investment in power system assets, retirement of outstanding bonds 
in advance of maturity, reduction of appropriation investment * * *. 


If there is no difference in meaning, why do you change the words 
from a “shall” toa “may” ? 
Mr. Wessenaver. Mr. Baldwin, perhaps I can help to clarify that.. 
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The preceding section says payments pursuant to subsection (e). 


Subsection (e) requires the payment of the return which is computed 


on the basis of the average interest cost of outstanding marketable 
obligations plus $10 million. 

r. Batpwin. Why should we go down three more lines and have 
the reduction of appropriation investment which you may consider 
desirable ¢ 

Mr. Wessenaver. That provided for additional payments, sir, In 
other words, if the Board found it desirable to retire some of that 
in addition, this was the provision which provided for that. 

Mr. Batpwin. That is very confusing in wording. 

Mr. Wessenaver. Another thing you will want to remember, Mr. 
Baldwin, in looking at this language, is that the bill as it was reported 
to the floor of the Senate, to my recollection, did not provide the 
$10 million. That was inserted by an amendment on the floor, and 
discussion was had there on it. Perhaps, being amended at that point, 
it did not get as clear as one might like it, but we have understood 
the $10 million to be added as part of subsection (e), and a require- 
ment—— 

Mr. Batpwin. I take it from that, you would not object then if 
this were amended to spell that out, so that there would be no ques- 
tion that the $10 million fell under this “shall” wording rather than 
the “may consider desirable” wording? 

Mr. WessenaveER. I do not see any reason why we should object 
to that. 

Mr. Cramer. Will the gentleman yield on that point ? 

Mr. Batpwrn. Yes. 

Mr. Cramer. Would you have any objection to including in that 
the $30 million or $36 million return on investment—requiring that 
payment to be included in the fees charged in addition to the $10 
million ? 

Mr. Wessenaver. That is already in, sir. 

Mr. Cramer. Not at I read subsection (e). It only refers to the 
$10 million. 


Mr. WESSENAUER. Oh, no, sir, you start with— 


From net power proceeds in excess of those required to meet the Corporation’s 
obligations under the provisions of any bond or bond contract, the Corporation 
shall, beginning with fiscal year 1961, make payments into the Treasury as mis- 
cellaneous receipts on or before December 31 and June 30, of each fiscal year 


as a return on the appropriation investment in the Corporation’s power facilities, 
plus a repayment sum of not less than $10 million. 


Then it defines that. : 
Mr, Batpwin. Could Task a second question ? 
Actually at the present time the taxpayers of the country are 


what you might call first mortgage holders. They put in $1,200 mil- 
lion into the Tennessee Valley Authority. The Mesietibed Valley 


Authority now owes the first obligation for repayment over a period 
of 40 years to that. 

Looking at it from the standpoint of the taxpayers of the country, 
who put that money in and have that obligation as first mortgage 
holders, why should they, from their standpoint, want to change 
their status from first mortgage holders to second mortgage holders, 
and have the first mortgagee be put in prior to them? 
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If you and I invested or loaned money to somebody to build a house 
and we became first mortgage holders, we would not look very kindly 
on somebody coming in at a later stage and adding more funds and 
saying, “If you don’t mind, we would like to put our obligation in 
as a prior one to yours, so that in the event of any loss we will be 
paid before you are.” 

Why, from the standpoint of those of us who represent the tax- 
payers in each State—why should our taxpayers voluntarily change 
their relationship to the Tennessee Valley Authority from a first 
mortgage holder to a second mortgage holder ? 

Mr. Wessenaver. I think, Mr. Baldwin, I would say that you have 
the wrong analogy. It is not a case of a first mortgage holder, but an 
owner, because the owner of this property is the United States. It 
has put the money into its own property and it now seeks to borrow 
some money to add to its property. When any owner seeks to borrow 
money to add to his property he must pledge—in this case through 
debentures or use of revenues—first to pay off that indebtedness, 

You see, if you have the concept that the Government is the first 
mortgagee, then you must say somebody else is the owner of these 
properties, and when the mortgage is satisfied any remaining claim 
of the Government on the properties is to be transferred to that 
somebody else. That is not the situation here. The United States 
is the sole owner of these properties and it will continue to be the 
owner of these properties. 

Therefore, if now the owner is borrowing money he is pledging the 
revenues first to the retirement of those bonds. 

Mr. Batpwin. Actually, the Tennessee Valley Authority is set up 
as an independent corporation. Isn’t that true, Mr. Wessenauer ? 

Mr. Wessenaver. How is that? 

Mr. Batpwry. It is set up as an independent entity, nevertheless. 
Isn’t that correct ? 

Mr. Wessenaver. It is set up as a corporate agency, but it is 
wholly owned by the Government. 

Mr. Batpwin. But it is widely understood in the field of corporation 
law that a corporation is an independent entity. So the Tennessee 
Valley Authority is an independent entity that today has its No. 1 
obligation to the Federal Gove becsent and the taxpayers of this 
country. We still are going to have to answer the taxpayers as to 
why we are subordinating their first claim to the second claim. 

Mr. Jones. Will the gentleman 

Mr. Baupwin. Yes, I will yield? 

Mr. Jones. Mr. Wessenauer, how does the Tennessee Valley Au- 
thority acquire property? Does it acquire it in the name of the 
Tennessee Valley Authority, or in the name of the Government of the 
United States ? 

Mr. Wessenaver. I believe all of our property is acquired in the 
name of the United States. Continuing on your point—— 

Mr. Davis. Off the record. 

( Discussion off the record.) 

Mr. Davis. On the record. 

Mr. Wessenaver. I would like to respond to Mr. Baldwin’s ques- 
tion, if I might. 

If you are thinking about the Tennessee Valley Authority as a 
corporation, sir, then you must think about who owns the stock. If 
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you wanted to assume the use of stock, you must concede that the 
stock is held by the Federal Government, and this $1,200 million is 
really its stock equity in that corporation. 

Again, in a corporation analogy the bondholder would come ahead 
of the stockholders. If you, as the owner, are going to seek to get 
the lowest cost money you can for adding to this property of yours, 
you certainly would not want to do it on a basis which made the 
cost of money high. First you would pledge the earnings of the 
corporation to the bondholders in order that you would get the new 
capital for your own enterprise on as favorable a basis as you could. 
This would increase the net earnings which should be retained by the 
owner. 

Mr. Batpwry. Could I ask a question here ? 

On page 1 of the bill, the bill at the start says: 

That the last three paragraphs under the subtitle “Independent Agencies and 
Corporations” in title II of the Government Corporations Appropriation Act 
* * * are hereby repealed. 

Will you explan just what that involves? 

Mr. Wessenaver. [ think Mr. McCarthy can do it better, but I 
will explain it briefly. 

There are in this bill substitutions for those provisions. Therefore, 
they are repealed. The first repealed is the present method for mak- 
ing payments to the Treasury because section (e) of this bill provides 
anew method. 

The second provision repealed has to do with approval of Congress 
before starting a new project. There is a section in this bill which 
provides for that review by the Congress in a different way. So that 
those sections have substitutions in this bill. 

Mr. Batpwrin. That is all. 

Mr. Scuwence. Mr. Chairman. 

Mr. Davis. All right, Mr. Schwengel. 

Mr. Scuwencew. First, Mr. Chairman, I want to commend the 
witness and say to you I think you demonstrate a fine attitude which 
I personally appreciate. I want to say some people who have been 
testifying here have not had this kind of attitude. I want to com- 
mend you for the fine way in which you presented your testimony on 
your side of this important question. 

Mr. Wessenaver. Thank you, Mr. Schwengel. 

Mr. Scuwencet. Now I would like to go back to a part of your 
earlier testimony, because I was very much impressed with what you 
said about the increased consumption of the rural people and farmers 
inyour area. I want to reestablish this figure. I can hardly imagine 
that it is true. 

Did you say this increase has been 72 times what it was in 1930? 

Mr. Wessenaver. Yes, Mr. Schwengel. What I said was that the 
use of power in the home and on the farm, which is including urban 
homes as well as farms, has increased by a factor of 72 times in the 
2-year period. If I take the rural or farm homes only, I get a 
multiplying factor of 200 times. That sounds very startling, but you 
have to recognize that in 1933 there were only about 3 percent of the 
farms that had electricity at all. 


_ Mr. Scuwenecen. I understand that. Has that been a steady 
increase 
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Mr. Wessenaver. Oh, yes—— 

Mr. Scuwencev. Have you noted an increase—— 

Mr. Wessenaver. Most of that increase has been since World War 
II, because in that area during World War II, as elsewhere in the 
country, materials were not available for the extension of the rural] 
lines, but if you will look at the period since 1945 you will find rather 
a steady increase. 

Mr. ScHweEnGeEL. Has that been an increase every year? 

Mr. WessENAUER. Yes, sir. 

Mr. Scuwencet. I noticed in your testimony that you said there 
has been a decline in farm economy, and I wondered if you have a 
conflict in your testimony there. 

Mr. Wessenaver. I was trying to recognize, sir, that there has been 
a loss of farm population. We are getting more use of electricity by 
the farmers that remain. We do have the problem, as you increase 
farm mechanization, of people leaving the farms, and + fi going to 
the urban areas in our area, or to other sections of the country. 

Mr. Scuwencet. I think that is true, but what I am trying to get 
at is, are you trying to imply that through the jMinthaw dong fae Au- 
thority or this type of thing you could improve the farm economy ? 

Mr. Wessenaver. All I was trying to say, and I did not want to 
put more into it than this, was that the availability of electricity on 
the farm is certainly going to be helpful to the farm economy what- 
ever that is. In other words, the ability to have this electricity in 
adequate quantities at rates at which the farmer can use it is going 
to help the farm economy. 

Mr. Scuwencet. I think that is true and your description of this 
is exactly what happens when you improve facilities. It is one of 
the reasons why I have been so vitally interested in the REA move- 
ments in our area. I have some of the same concerns and apprehen- 
sions, though, as evidenced by those who asked questions before me. 
I shall not go further into that, but I do want to point out to you 
last year I pointed out. on this committee that the Tennessee Valley 
Auhority used various methods that would contribute to the evasion 
by the coal companies of the Walsh-Healey Act in Government con- 
tracts. I placed this in the record and I asked for an answer to this 
charge, but I have gotten no answer so I must assume that this charge 
and accusation is true. 

My question now is this: It is evident from the evidence in my 
possession that your coal bill is considerably less. You said it was 
ait an item in your expenditure. So it is evident from this testimony 
that your coal bill is a result of your ability or your activity in using 
your great influence somehow to evade the Walch-Healey Coal Act. 

I want to know, have you corrected it, or is it still going on in the 
Tennessee Valley Authority ¢ 

Mr. Wessenaver. I would say we are not evading the Walsh- 
Healey Act, and if you would like to take a moment on that I would 
like to ask Mr. Kampmeier if he would speak to it, because he has been 
most closely associated with our coal procurement program. 

Mr. Scuwencet. Mr. Chairman, I would like to place this in the 
record again so that you may have the statements I have which are 
conclusive evidence that this has been going on today. 
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Mr. Wessenavrr. We would like, Mr. Schwengel, if it is agreeable 
to you, to supply for the record a statement on this, and I am really 
sort of flabbergasted that you have not had information on that before. 

Mr. Davis. Why cannot Mr. Kampmeier do it now? My recol- 
lection is you are the largest single purchaser of coal in the country 
today. You buy $80 million of coal a year. 

Mr. Kampmeier ? 

Mr. Kampmeter. I would welcome an opportunity to take a mo- 
ment or two on this, and I should like to add to what Mr. Wessenauer 
said that if we have failed through inadvertence to respond to the 
request of any member of this committee on this subject, or any other, 
it was certainly unintentional and we would welcome an opportunity 
to respond to any such questions, either here or later, personally or in 
writing. 

oat purchanes by the Tennessee Valley Authority are made in what 
we consider to be the fairest way it is possible for us to buy coal from 
the point of view of the suppliers as well as ourselves. We seek to 
give every coal mining company, every coal supplying compé wy? 
within reach of our plants, equal oppartunity to supply us coal. We 
try to do that on a basis which, following the principles of competi- 
tive bidding, allows everyone the opportunity to offer his coal on pre- 
cisely the same basis as anyone else, 

Now, the result of this has been that we buy coal from a larger 
number of suppliers than any other coal purchaser, to the best of my 
knowledge, a that these suppliers include the largest coal pro- 
ducers in the country, and from there on down, ranging down to 
many of the small coal producers in our vicinity. 

Now, you referred specifically to the Walsh-Healey Act. That act 
provides that anyone selling any product, including coal, to the Gov- 
ernment in the amounts of $10,000 or more must observe certain re- 
quirements specified in that act. That included the payment of mini- 
mum wages specified by the Secretary of Labor, and the observance 
of safety conditions, and so forth. 

All of our term contracts under which we buy the great bulk of our 
coal are in amounts considerably larger than $10,000. Therefore all 
of those term contracts are, by the nature of those contracts, subject 
tothe Walsh-Healey Act in all its particulars, 

In addition to buying the great bulk of our coal under such term 
contracts, we make what we call spot purchases from week to week. 
These provide any and all suppliers, large and small, an opportunity 
to smooth out their operations by offering us coal that they may have 
on hand as surplus at the moment. The bulk of that coal also is in 
lots of more than $10,000, but some of it inevitably is in lots smaller 
than $10,000. Sometimes we may buy a single car of coal—a single 
freight car of coal that a supplier happens to have on hand, which he 
thought he had sold to somebody and it turns out he did not. He 
wants to dispose of it, and he may offer it to us. 

We give these opportunities each week. So some of these so-called 

t purchases are in amounts smaller than $10,000, and the Walsh- 
ealey Act, as Congress set it up, provides that those purchases in 
amounts smaller than $10,000, are exempt from certain requirements. 
We consider that the problem of whether a given purchase of a 
given size should be subject to these requirements of the alsh-Healey 
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Act or be exempt therefrom by the terms of the Walsh-Healey Act is 
certainly for the Congress to determine, and not for the Tennessee 
Valley Authority. We consider further, that the application and 

olicing of the provisions of the Walsh-Healey Act are a responsi- 

ility of the Secretary of Labor and not of the Tennessee Valle 
Authority ; but we seek to cooperate to the fullest extent possible wi 
the Secretary of Labor in applying its provisions. e work ve 
closely with his representatives and furnish him with all of the infor- 
mation that he wants with regard to our suppliers. 

We made it a point when we buy spot coal to specify that any coal 
purchased during any month from a given supplier will be treated as 
coming within a single contract with that supplier that month. So 
that if he happens to sell us a single car of coal today, that does not 
determine in itself whether his contract is $10,000 or more, or whether 
he is therefore subject to one or another of the provisions of the Walsh- 
Healey Act. Rather, all of the purchases we make from him during 
that month become purchases under a single contract. If that aggre- 
gates $10,000 or more, he is subject to the corresponding provision of 
the Walsh-Healey Act. The facts are so reported to the Secretary 
of Labor, and he applies the provisions of the act. 

Asa result of all this, well over 90 percent, and probably 95 percent 
or more, of the coal we buy is bought from suppliers who are subject 
in all particulars to the provisions of the Walsh-Healey Act. 

The very small remaining amount that is not subject to certain pro- 
visions, is not simply because Congress specified that those small con- 
tracts are exempt from those provisions. 

Mr. Scuwencex. Now, in those instances do you ever buy coal 
cheaper from the smaller operators than you do from the larger opera- 
tors¢ In making spot purchases? 

Mr. Kampmerer. Only if it happens as a matter of coincidence or 
circumstances to work that way. Our purchasing is done by com- 
petitive bidding—I am speaking both of our term and spot contracts. 
Those bids which are low—among the responsible bids that offer coal 
that we can depend on as to its delivery and its quality—those low bids 
are the accepted bids. It may turn out that one of the lowest bids is 
from one of our largest suppliers, or it may turn out that one of the 
lowest bids is from one of our smallest suppliers. After fulfilling our 
requirements with the lowest bids we stop, of course. Whether the 
result is that the prices bid by a large company or by a small company 
are the lower is purely a matter of coincidence as far as we are con- 
cerned. It may work one way one week or one month, and it may 
work another way another week or another month. 

Mr. Scuwencet. I do not want to belabor this point, but I would 
like to have permission at this point to insert this in the record as 
evidence. 

(The following was furnished for insertion.) 

Mr. Chairman, it is pertinent at this point to make a summary of the case 
against Capitol Coal Sales Co. and/or R. C. George, individually and as owner 
of Capitol Coal Sales Co,, doing business with TVA in violation of the Public 
Contracting Act (Walsh-Healey Act) a part of these hearings. I respectfully 
submit that summary. 

Briefly, Capitol Coal Sales, Inc. and/or R. C. George, individually and as owner, 


was found in violation of the Public Contracting Act by the hearing examiner of 
the Department of Labor, case No. PC-—639 on September 16, 1957. 
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The case involved small coal mines producing coal under the name of Asbury 
Coal Co. and the three Asbury brothers individually. It was determined that the 
Asbury coal mines were in violation of the Walsh-Healey Act for failure to pay 
required minimum wages to employees engaged in coal mining and for failure 
to so operate their mines to comply with the safety provisions of the Federal 
Mine Safety Code. Since Capitol Coal Sales acted as agent in contracting with 
TVA for coal for use by TVA, the examiner held that Capitol Coal Sales as 
well as the Asbury mines were jointly liable for fines and also recommended that 
the Secretary of Labor take no action to relieve them from the “ineligible list” 
provisions of section 8 of the act. 

This ineligible list is established by the Secretary of Labor advising all Gov- 
ernment procurement officials of those companies and persons who have been 
found guilty of violation of the Walsh-Healey Act and are not to be permitted 
to do business with a Government agency. 

In making the recommendation to the Secretary of Labor, the examiner stated : 
“This recommendation is based upon the fact that the record affords no basis 
for concluding that the respondents in the future can be relied upon to comply 
with the provisions of the act. As to respondent R. C. George, he has shown no 
willingness in the past on his part to discharge such an obligation, and there is 
no promise of future compliance. To the contrary his every action has been to 
disclaim such a responsibility. The respondent firms, both the corporation and 
the proprietorship, because they are controlled by George, also must be con- 
sidered as unreliable in this regard. 

“The respondents Raymond Asbury, Lee Asbury, and Maurice Asbury, it 
would seem, also should be subject to the ineligible list provisions of the act, 
at least until the sum mentioned is paid and any mines which they operate are 
placed in compliance with the safety provisions of the Federal Mine Safety 
Code.” 

Capitol Coal Sales and the Asbury brothers thereafter appealed to the Secre- 
tary for relief from being “blacklisted” and also appealed the disposition of the 
examiner. However, the Secretary of Labor refused the appeal and notified the 
Comptroller General to include Capitol Coal Sales and the Asbury brothers on 
the list of those ineligible to contract with agencies of the U.S. Government for 
8 years. 

Capitol Goal Sales then appealed to the U.S. District Court for the District of 
Columbia for a temporary injunction against the Secretary of Labor and the 
Comptroller General (Civil Act 401-58). The court ruled that the Secretary of 
Labor and the Comptroller General are enjoined, pending a determination on the 
merits in this case, from blacklisting Capitol Coal Sales and Asbury brothers 
under section 3 of the Walsh-Healey Public Contracts Act “Provided, That it 
is agreed that plaintiffs (Capitol Coal Sales and Asbury brothers) will not enter 
into any Government contracts during the pendency of this action.” 

Thereafter, it was learned that Capitol Coal Sales was still doing business 
with TVA every month even though the U.S. court had ordered otherwise. An 
inquiry was addressed to the Directors of TVA based on detailed tabulations 
of spot (30 day contracts) coal purchases made by TVA with Capitol Coal Sales 
Co., pointing out that Capitol Coal Sales and R. C. George individually agreed 
not to contract with any governmental agency during the pendency of court 
action. 

On October 29, 1958, TVA Chairman, Gen. Herbert D. Vogel, responded to the 
inquiry, stating: “All of the sales of spot coal referred to in the list enclosed 
with your letter were made under contracts between TVA and the various pro- 
ducers named in the list. The Capitol Coal Sales Co. acted merely as sales 
agent for these producers and was not a party to the contracts. TVA has not 
entered into any coal contracts with the Capitol Coal Sales Co. itself during 1958. 

“We are unfamiliar with the agreement which you indicate the Capitol Coal 
Sales Co. has made that it will not enter into any Government contracts pend- 
ing the outcome of its current litigation with the Secretary of Labor. Your 
letter does not indicate the party with whom the Capitol Coal Sales Co. made 
such an agreement, or whether the agreement extends to contracts between other 
parties for one of whom Capiol acts as agent or only to contracts to which 
Capitol is a party. If you have information on these points, we would appreci- 
ate your forwarding it to Mr. Paul Fahey, TVA Director of Materials, at 
Chattanooga.” 

For the benefit of TVA officials a tabulation of the contracts to which Capitol 
Coal Sales is a party was addressed and submitted early in November 1958. 
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In view of certain information presented to the Public Works Committee of 
the House on March 10, there was left the impression that TVA does not deal 
with coal companies or coal sales agents that have been ordered to refrain from 
doing business with TVA. The official records of spot coal business of the TVA 
for the period from August 1958 through January 1959 shows that Capitol Coal 
Sales Co., as agent, contracted and sold to TVA as follows: 


September 1958_.._.--.-------------- 18,050 tons (from 32 small producers) 
Getober 1956... 26,560 tons from 43 small producers) 
22,480 tons (from 39 small producers) 
December 11,050 tons (from 21 small producers) 
19,330 tons (from 82 small producers) 


Certain contracts are repeat awards to mines listed. 


This is a total for the 6 months following the court order not to do business 
with TVA of 120,160 tons of coal sold by Capitol Coal Sales as agent to TVA 
from 85 different small coal mines. The details of the names of the individual 
small coal producers, the exact tonnage contracted for with TVA through 
Capitol Coal Sales as agent, and the TVA plants to which the coal was delivered 
can be furnished if the committee feels it is pertinent. 

The principal point in the development of this summary is to show continued 
cooperation between TVA and procurement of coal through Capitol Coal Sales 
without regard to specific court action of July 16, 1958, and in spite of official 
decisions of the Labor Department of violation of law. 


(The following is submitted to show in detail the coal buying 
policy of the TVA :) 


The fact that the Tennessee Valley Authority purchased approximately 20 
million tons of coal in the calendar year 1958 and is the largest single con- 
sumer of coal in the world makes its purchasing policies and procedures of 
extreme importance to the coal industry. This is true because its actions and 
the prices it pays as a result of such actions have a chain effect throughout 
other utility companies as well as general industrial buyers of coal. 

TVA purchases between 75 and 80 percent of its coal on long-term con- 
tracts, usually contracts running from a period of 6 months to 3 years or longer. 
The balance of its tonnage is purchased on a spot coal basis for delivery within 
a period of approximately 30 days following the issuance of an order. The 
procedure used is. quite elaborate and complicated. While the amount of coal 
purchased on spot orders is a small portion of its total purchases, the extremely 
low prices paid for such coal have a very real and serious deflationary effect 
on the term contract quotations and awards. 

The coal industry is vigorously opposed to the present spot coal purchasing 
procedure which, it contends, TVA uses to drive down prices. TVA states that it 
does not set the price. This is technically true, however, TVA buys 80 percent 
of the coal produced in the State of Tennessee, so for practical purposes if a 
Tennessee producer is unable to sell his product to TVA he doesn’t operate. 
The economic purchasing power of the TVA is tremendous, as it can reject 
bids over and over until the bidder has reduced the price to a level which is 
acceptable to TVA or else go out of business. 

At the present time TVA issues invitations each month for bids covering 
an approximate amount of tonnage for groups of its plants. Bids are invited 
for the first week of the month. On Friday of that week TVA buys or refuses 
to buy as much or as little coal as it desires. The bids refused are not con- 
sidered the next week. The second week all bidders again bid and on Friday 
of that week the same procedure is followed. This continues each week through- 
out the months and every month of the year. In substance, this procedure 
amounts to a weekly auction in which TVA buys what it wants and rejects the 
a9 The rejected tonnage is generally offered in succeeding weeks at lower 
prices. 

An example of how TVA uses its spot coal buying power to drive down coal 
prices is furnished by the data from one of its plants for the period from May 
through July 1958. In the first week of May the top price paid was 18.30 cents 
per million B.t.u. In the last week of July the maximum price it paid was 
16.39 cents per million B.t.u., a decrease of almost 2 cents per million B.t.u. 
Translated into mine prices, this amounts to a reduction of 50 cents per ton. 
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During this 3 month period TVA was offered for this particular plant ap- 
proximately 145,000 tons of coal, of which it bought almost 85,000 tons. How- 
ever, over 50,000 tons of the coal bought was purchased at prices below the 
original bid. Each week during this 3-month period substantial quantities 
of coal were rejected at prices no higher than those which had been paid in 
the preceding week. Substantial quantities of such coal were purchased in 
subsequent weeks at lower prices. For example, one fairly large offer was 
11,000 tons in the second week of July at 17.36 cents per million B.t.u. The 
average price paid in June was 17.42 cents. The next week the same com- 

ny offered 12,000 tons at 16.82 cents, a price below that paid the preceding 
week. The bid was again rejected. The last week of the month, apparently 
in desperation, the company offered the same 12,000 tons at 16.27 cents, and 
it was purchased. In this case the mine price was reduced approximately 
40 cents per ton in a period of 3 weeks, and was purchased at approximately 
35 cents a ton less than the price it had paid others for coal 2 weeks earlier. 

Most of the coal purchased under this spot coal procedure is from small, ir- 
responsible and inadequately equipped coal mines. A detailed analysis of these 
purchases discloses that some mines are in existence for only 1 month or 2 
months and then disappear or their names are changed for offerings in sub- 
sequent months. During the calendar year 1958 TVA purchased coal from over 
a thousand alleged coal mines, many of them furnishing in the aggregate less 
than 1,000 tons in the entire calendar year. Much of this business is distributed 
in amounts of less than $10,000 so that the supplier is not required to observe 
the requirements of the Walsh-Healey Act. It is economically impossible for 
a producer observing the fair wage standards established by the Secretary of 
Labor and maintaining safe operating conditions to produce coal at a cost 
competitive with these small “dog hole” operations that are here today and 
gone tomorrow. At the present time if the responsible producer’s prices are not 
competitive he does not receive any business. As a result, the prices offered 
by small producers paying substandard wages are used as a yardstick to 
measure the prices offered by legitimate and responsible companies with mil- 
lions of dollars invested in coal properties and machinery. 

Much of the coal purchased by TVA under spot buying is procured from 
sales agents acting for the small producers. These sales agencies generally 
have no interest in the mining property. Many of them sell coal for as many 
as 50 to 100 different small operations. One of these companies, the Capitol 
Coal Sales Co., as herefore stated, was cited for violation of the Walsh-Healey 
Act by the Secretary of Labor. In view of this very damning judgment of the 
trial examiner in the Capitol Coal Sales Co. case, concurred in by the Secretary 
of Labor, it would appear that TVA would religiously refrain from continuing 
business relations on any basis, principal or agent, with Capitol or Mr. George. 
Certainly the responsible and legitimate coal operators of the United States 
should not be forced to meet this type of competition in order to enjoy the 
Government business offered by the Tennessee Valley Authority. 


Mr. Scuwencet. The witness has not, in my opinion, answered the 
specific question, even though he has commented on the overall 
picture. 

Mr. Davis. I think it is only fair to read it to us so we know what 
it is. 

Mr. Scuwence. All right. If you want to take the time I will be 
glad to. 


The awarding of separate orders or contracts on the same day to the same 
company for different sizes of coal, such sizes representing a breakdown of 
coal as it comes from the mine. Each order is for less than $10,000. The var- 
ious sizes are mixed on receipt by the Tennessee Valley Authority as size is of 
no consequence in its use of coal, which is pulverized to the consistency of 
powder. 


Is that a true statement ? 

Mr. Kampmetrr. No, that is not a true statement. There was a 
time in years past when if a given supplier wished to offer us, let us 
say, a block of run-of-mine coal in one offering, some screenings from 
their operations in another offer, and so forth, we saw no objection 
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to taking it that way; but quite some time ago the Department of 


Labor said to us they thought that certain suppliers might be using 


this as a device to try to keep their contracts under $10,000, and they 
asked us to consolidate such purchases so that all coal offered by a 
contractor on a given invitation would be treated as a single con- 
tract. We said we would do that, and that we would give them a 
consolidated report on all such purchases within the month, not 
simply within a week, so that they could treat them as being under a 
single contract. Therefore, whatever substance that point had, and it 
had very little at any time, no longer exists at all and om not for quite 
a long time. 

Mr. ScHwENGEL. But it did exist at one time? 

Mr. Kampmeter. Only to a very limited extent, and purely by 
inadvertence, as far as we are concerned. I think less than one-tenth 
of 1 percent of all the coal we ever bought could possibly have been 
considered to have fallen within the category described in your ques- 
tion. 

Mr. Scuwencex. Thank you. 

Mr. Jones. Mr. Chairman. 

Mr. Davis. Mr. Jones. 

Mr. Jonegs. Is it your contention, Mr. Schwengel, that the Ten- 
nessee Valley Authority is still engaged in that type of practice? 

Mr. Scuwence.. I asked the question. That is what I want to 
know. 

I have evidence here, and a lot more evidence, that I would like to 
hand you personally, bearing on that. 

Mr. Kamemerer. If you want me to comment on each of these ques- 
tions I will be glad to. 

Mr. Scuwence.. I want to make sure it is not going on because it 
makes a difference in the overall picture on the cost of electricity. In 
this instance it is evident the small operator was being taken ad- 
vantage of in certain instances. 

Mr. Kampmeter. I am very sure that the small operator is not being 
taken advantage of. If they were, I think we would have seen ap- 
peals to the Small Business Administration, and so forth. We have 
seen no evidence that the small operator is being taken advantage 
of in any way. 

I will be very glad to answer any of the other questions you have. 

(Following is the material Mr. “Felon handed to the witness, 
and the witness’ comments thereon : 


I. Varrous METHODS BY WHICH THE TENNESSEE VALLEY AUTHORITY HAs Con- 
TRIBUTED TO THE EVASION BY COAL COMPANIES OF THE WALSH-HEALEY GOVERN- 
MENT CONTRACTS ACT, SHOWING EXAMPLES OF EACH 


1. The awarding of separate orders (or contracts) on the same day to the 
same company for different sizes of coal, such sizes representing a breakdown 
of coal as it comes from the mine. Each order is for less than $10,000. The 
various sizes are mixed on receipt by TVA as size is of no consequence in its 
use of coal which is pulverized to the consistency of powder. 
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Example No. 1 


Date Company ‘ Size Tons Cost 
Jan. 17,1956 | Norton Coal Co..................--..- ho LS 2, 000 $4, 900 
Jan. 16,1956 GO, 3 by 1% 2, 000 4, 860 
Jan. 17,1956 1% inches by 2, 000 4, 500 

6, 000 14, 260 


Example No, 2 


Date Company Size Tons Cost 
May 16,1956 | Norton Coal Co_____.---_..--.-------. 6 by 3 imees._....2....-.... 2, 500 $6, 250 
Do 3 inches by 3, 500 8, 050 


2. The awarding of several separate orders (or contracts) during a calendar 
month to one company for shipment from the same mine with each order for less 
than $10,000 but the aggregate exceeding that amount. 


Example 
Date Company Mine Tons Cost 
May 1, 1956_....-... Stearns Coal & Lumber 1, 000 $4, 440 


38. The awarding of separate orders (or contracts) to two different com- 
panies in the same month for shipment of coal from the same mine—each order 
for less than $10,000 but the aggregate in excess of $10,000. 


Date Mine Contractor Tons Cost 
Jan. 4, 1956......... 2, 500 $6, 000 
17, 1066.2... Monro-Warrior Coal 2, 500 6, 975 


Source: TVA records. 
Comments by the witness 

All of the purchases referred to in the foregoing statement were made about 
8 years ago, only a short time after the Department of Labor established mini- 
mum wages for the production of coal under contracts subject to the Walsh-Healey 
Act. TVA subsequently changed its procedures in order to assist the Depart- 
ment of Labor in its enforcement of the act. TVA’s spot coal invitations are now 
issued only once per month and specifically provide that “all awards for coal 
from the same source during the same calendar month will be combined into a 
single contract.” The invitations also advise bidders of the Department of 
Labor’s interpretation that all contracts awarded to one person or firm pursuant 
to a single invitation for bids are to be considered as a single contract for pur- 
poses of determining the application of the Walsh-Healey Act, whether or not 
the coal furnished by such person or firm comes from the same mine source. 
After the contracts are awarded TVA promptly makes a complete report con- 
cerning them to the Department of Labor and otherwise aids the Department 
in any way it can. We believe inclusion of these provisions in our invitations 
has effectively solved the difficulties which were experienced soon after minimum 
wages for coal production were established. 
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II. ExaMpLe or How THE TENNESSEE VALLEY AUTHORITY USES ITS PURCHASING 
Power To DEPRESS COAL PRICES 


On May 28, 1958, the Tennessee Valley Ayithority issued an invitation to bid 
on coal requirements for its Kingston plant for the month of June. Under its spot 
coal (delivery in 30 days) purchasing policy, bids on this invitation are opened 
Thursday of each week and awards are made each Friday. 

On June 5, it receives offers of, and on June 6 purchased 29,580 tons from 31 
companies at prices up to 19.21 cents per million B.t.u. (prices per ton are not 
available). 

On June 12, it received offers of 55,260 tons from 50 companies at prices up 
to 19.21 cents per million B.t.u. (the maximum paid the previous week). On 
June 13, only 25,530 tons of coal from 13 companies were purchased, all bids 
above 19.12 cents per million B.t.u. being rejected. The tonnage offered between 
this price and the maximum paid the previous week amounted to 29,730 tons 
offered by 37 unsuccessful bidders. 

On June 19, it received offers of 53.290 tons from 93 companies at prices at 
or below 19.12 cents per million B.t.u. (the maximum paid on June 13). Twenty 
of the thirty-seven unsuccessful bidders of the previous week cut their prices, 
On June 20, 27,850 tons were purchased from 49 companies, including 16 who 
had cut prices from the previous week. Again, however, the maximum price 
paid was dropped—this week to 18.98 cents per million B.t.u. 

On June 26, offers of 24,500 tons were received from 26 companies at prices 
at or below the maximum paid the week before (18.98 cents). The next day 
awards were made to 18 of these companies for a total volume of 21,950 tons, 
the maximum price paid being further reduced to 18.92 cents per million B.t.u, 
Sixteen of these companies with a total tonnage of 21,250 were unsuccessful 
bidders in the previous 2 weeks, even though each week coal was offered at or 
below the maximum price paid the week before the bid. 

During the month of June the maximum price TVA was willing to pay for 
coal for its Kingston plant dropped week by week from a maximum of 19.21 
cents per million B.t.u. the first week to a maximum of 18.92 cents at the end 
of the month. In the last week practically all of its offers were received from 
previously unsuccessful bidders at prices substantially below their original 
offers, prices paid by TVA to other suppliers during the month. 

This method of purchasing is practically a weekly auction at which TVA is 
the auctioneer, the only bidder, the arbiter of how much coal will be bought 
and what price. (Source: TVA records) 


Comments by the witness 


This is an example, not of TVA using its purchasing power to depress coal 
prices, but simply of the law of supply and demand. 

The statement handed to the witness erroneously assumes that TVA was free 
to purchase any amount of coal that it wishes during each week of the month of 
June. In fact, during each such week TVA bought about all the coal it could 
readily handle at the Kingston steamplant without overtaxing the plant’s facil- 
ities for unloading truck coal. This resulted in purchases being at approximately 
the same level week by week—specifically, 29,580 tons during the first week, 25,530 
during the second, 27,850 during the third, and 21,950 during the fourth. The 
case was simply one where there was a limited demand (20,000 to 30,000 tons per 
week) and a much larger supply of coal seeking the market. It is axiomatic 
that in such a situation the price will drop. 

The converse is also true, and the prices at which TVA is offered coal are 
continually changing, both upward and downward, in response to supply and 
demand factors. At the beginning of 1958, typical spot coal offers and purchases 
for the Kingston plant were below 18.5 cents per million B.t.u. but a rather 
limited supply of coal available during the next few months pushed prices up 
to the figure of around 19.2 cents per million B.t.u. quoted during the first week 
of June. At that point the supply caught up with and exceeded the demand so 
that prices started down again. 

Had the period chosen for the “example” been shortly before June 1958 coal 
prices paid by TVA would have shown increases during such period. In short, 
choice of particular times in the cycle of price changes would make it possible 
to cite “examples” of how TVA either “increased” or “decreased” coal prices. 
Obviously, no such example is proof of anything except that prices are subject 
to change in response to the law of supply and demand. 
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Mr. Brown. Mr. Chairman, pursuant to that, inasmuch as the 
Federal Government passed the Walsh-Healey Act originally to make 
sure certain things were complied with, such as minimum wages, and 
so forth, and inasmuch as the Federal Government is the sole stock- 
holder in the Tennessee Valley Authority, why could not the Ten- 
nessee Valley Authority buy all of its coal under the terms of the 
Walsh-Healey Act? 

Mr. Kamemeter. Sir, it was our understanding, and I should like 
to be corrected if I am wrong about this, that when Congress said it 
wished the person who sold the Government anything in quantities 
less than $10,000 to be exempt from certain requirements that was to 
be done. We did not feel we should undertake to rewrite the law and 
say that the law notwithstanding, when you sell us coal in amounts 
less than $10,000, we are going to apply to you the terms that act 
applies to large purchases. 

If we are misinterpreting the wishes of Congress, we should like to 
be so advised. 

Mr. Brown. I am not sure I or this committee should attempt to 
interpret the wishes of the Congress in that respect, but the savings 
that you could possibly effect on some 5 percent of your total coal 
purchases by assuming that you might get them at a cheaper price, 
would be infinitesimal. 

Mr. Kamemeter. Of course, they would. 

Mr. Brown. Compared to the total Tennessee Valley Authority 
income. 

Mr. Kampmeter. Of course, they would. And I think that demon- 
strates the fact that there would be no occasion for us to seek to use 
any exemption specified in the Walsh-Healey Act as a device to take 
advantage of anyone. We are simply trying to adhere to what we 
understand to be the intent of Congress, and not to establish by admin- 
istrative fiat something which goes beyond the intent of Congress. 

Mr. Epmonpson. Will the gentleman yield ? 

Mr. Brown. Yes. 

Mr. Epmonpson. Do you feel that by stating to a supplier, if you 
supply several quantities that total $10,000 worth of coal in a month’s 
time, that you are endeavoring to meet with the spirit of the Walsh- 
Healey Act when you do that ? 

Mr. Kamemeter. We felt that on that point there would be a good 

ractical way in which we could carry out what we assumed to be the 
intent, even though it might go somewhat beyond the letter. While 
it might persuasively be argued by a supplier that if he wishes to 
offer us less than $10,000 worth of coal today and again wishes to offer 
us less than $10,000 worth of coal a week hence, that perhaps Congress 
intended he should be able to do that; still we agreed with the Depart- 
ment of Labor that this could be used as a way to evade the purposes of 
the Walsh-Healey Act. Therefore, after considerable discussion with 
the Department of Labor as to what would be the most equitable, fair 
and appropriate way to handle this problem, we greed ‘thit any pur- 
chases made within a month, even though they were broken down from 
week to week in separate pieces, might be best treated as a single con- 
tract, rather than a group contract. 

Mr. Epmonpson. "Thank you. 
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Mr. Brown. Let us nail thisdown. You told the committee 90 or 95 
rcent of your total coal purchases come under the terms of the Walsh- 
ealey Act. Is that correct? 

Mr. Kampmeter. Yes. Let me make it just as clear as I can—— 

Mr. Wessenavenr. It really all comes under the terms of the Walsh- 
Healey Act. But Walsh-Healey exempts certain suppliers. 

Mr. Brown. I understand that, but actually out of the $80 million 
worth of coal bought, you are telling the committee all but about $4 
million worth of it is bought from suppliers who comply with the 
Walsh-Healey Act. 

Mr. Kampmeter. From suppliers who are obligated to comply, and 
to the best of our knowledge do comply. But it is the Department of 
Labor, and not we, who sees whether they do. Therefore, I should 
not want to take the responsibility for saying that they do. 

I can only say that our contracts require that they do, and the De- 
partment of Labor rather than we are the enforcement agency. 

Mr. Brown. Thank you, Mr. Chairman. 

Mr. Dootry. Mr. Chairman. 

Mr. Davis. Mr. Dooley. 

Mr. Dootry. Mr. Wessenauer, I subscribe enthusiastically to the 
statement of my colleague from Iowa, Mr. Schwengel, as to the ade- 
quacy of and the appropriateness of your testimony today. It is very 
enlightening and very convincing. 

Mr. Wessenaver. Thank you, sir. 

Mr. Dootry. However, in the light of the testimony last year by 
representatives of private industrial companies of the South in that 
area, I would like to ask you this question: What is the urgency for 
this expansion program when private power companies claim the 
can supply the needed power for the area? Is it based on the phi- 
losophy of public versus private power, or what is it? What is the 
urgency for it? 

Mr. Wessenaver. The area we are talking about, Mr. Dooley, is 
the area that is now supplied by Tennessee Valley Authority power 
and looks to the Tennessee Valley Authority as the supplier of that 
power. Our neighbors are occupied with supplying the power in 
their area. The urgency is that the power needs of the area are 
growing. We believe that the owner of this property, the Federal 
Government, should continue to supply the needs, and that is the 
most economical and desirable way to do so. 

Mr. Dootey. What is the differential in power costs between pri- 
vate and public power there? 

Mr. WesseNAvER. You mean with respect to resale rates ? 

Mr. Yes, sir. 

Mr. Wessenaver. It varies from some communities to others but 
to give you one indication, for example, 250 kilowatt-hours a month 
in the Tennessee Valley Authority area cost about $4.69. In the 
four neighboring cities, the largest cities outside of the Tennessee 
Valley Authority area, for example, in Atlanta, Birmingham, Greens- 
boro, and Louisville, the price is about $6.06. 

The U.S. average is about $7.18. That gives you some idea as to 
the residential rates. 

Mr. Dootry. Thank you. 
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Mr. Faxon. Will the gentleman yield? 

Mr. Davis. Mr. Fallon. 

Mr. Fauton. Mr. Wessenauer outlined the economic growth of the 
Tennessee Valley Authority. Did the Tennessee Valley Authority 
acquire any privately owned and operated power companies? 

Mr. Wessenaver. Yes, Mr. Fallon. The history is that in 1933 
the area—that is the urban portion of the area—was served by private 
companies. 

Mr. Fation. Could you tell us to what extent and how many pri- 
vate companies were absorbed by the Tennessee Valley Authority? _ 

Mr. WessENAvER. I do not have the exact figure in mind, but I 
could put that in the record. There were a number of companies. 
The principal ones—for example, the Tennessee Electric Power Co., 
served a substantial part of Tennessee. Its properties were acquired, 
but not just by the Tennessee Valley Authority. The cooperatives 
and municipalities acquired its distribution properties. The Ten- 
nessee Valley Authority acquired only the transmission and genera- 
tion facilities. 

There was the Tennessee Public Service Co. in Knoxville, and the 
East Tennessee Light & Power Co. in eastern Tennessee, and the 
Memphis Light & Power Co. in western Tennessee, and parts of the 
Alabama Power Co. and of the Mississippi Power Co. These are 
the ones that come to mind. 

Mr. Fation. Was that a case of a willing seller selling to a wine 
buyer, or was it because they could not compete with the rates at whic 
it was furnished by the Tennessee Valley Authority ? 

Mr. WessenaveEr. After quite a long period of and litiga- 
tion there was finally worked out a contract between the parties at 
prices which were fair and acceptable to both parties, I believe. 

Mr. Fatton. I think it is well known that a private corporation has 
to pay the normal corporate tax to the Federal Government and it 
cannot compete with an enterprise that does not have to pay the tax. 
Is that correct ¢ 

Mr. Wessenaver. That would have a bearing on it, sir. 

Mr. Fation. And I might say that the opposition that comes to me 
to the expansion of the Tennessee Valley Authority, comes from peo- 
ple who fear that if we continue to extend publicly owned and operated 
enterprises and facilities, that each time we do we reduce the revenue 
coming in to the Federal Government, meaning that all of the people 
in the United States have to share a larger percentage of the taxes to 
operate enterprises like this. They are corporate entities, but each 
time one of them is absorbed the additional cost of running the Gov- 
ernment falls on the shoulders of the people. 

I would like to know, if possible, for the record, to what extent 


owned and power companies were taken in by the 
ennessee Valley Authority in its existence. 

Mr. WessenAver. I can put it in the record, Mr. Fallon. I do not 
have it here at the moment. 

Mr. Fation. Thank you. 
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(The following was furnished for insertion :) 


GENERATING AND TRANSMISSION PRoPeRTIES ACQUIRED By TVA From UTItities? 


Major acquisitions of entire electric systems : 
1. Tennessee Electric Power Co. 
2. Tennessee Public Service Co. 
3. Kentucky Tennessee Light & Power Co. 
4. West Tennessee Power & Light Co. 
5. Memphis Power & Light Co. (including Memphis Generating Co.). 
6. East Tennessee Light & Power Co. 
Major acquisitions involving portions of presently existing companies: 
1. Alabama Power Co. 
2. Mississippi Power Co. 
Miscellaneous small acquisitions involving a total of less than 1,500 consumers: 
1. Bells Light & Water Co. 
2. Ducktown Citizens Electric Light & Power Co. 
8. Grainger County Electric Co. 
4. Holston River Electric Co. 

Mr. Dootxry. It has been stated on rather a reliable basis that this 
expansion would take in 11 investor-owned companies ultimately, 
Do you think that is true or not ? 

r. WesseNAvuER. I am not sure I understood you, sir. 
_ Mr. Dootxy. This total expansion from 80,000 square miles to 105,- 
000 square miles, it is said, will ultimately see the expropriation of 
11 investor-owned companies in that area. They will have to give up 
because of competition in rates, and so forth. 

Mr. Wessenaver. I do not think that that would be true. 

Mr. Dootrey. Thank you. 

Mr. Broomrietp. Mr. Chairman. 

Mr. Davis. Mr. Broomfield. 

Mr. Broomrietp. Are you speaking for the Board of the Tennessee 
Valley Authority, or for the position you hold in the Tennessee Val- 
ley Authority ? 

Mr. Wessenaver. I am here with the approval of the Tennessee 
Valley Authority Board. ; 

Mr. Broomrte.p. Are you speaking their policies? 

Mr. Wessenaver. To the best of my ability, sir. ; 

Mr. Broomrtetp. Has the Tennessee Valley Authority Board taken 

up this area of limitation or not? : 
_ Mr. Wessenaver. Well, the reduction in area, as it is provided for 
in this bill, was in the bill which was passed by the Senate, and was 
before this committee last fall, and the Tennessee Valley Authority 
Board has expressed itself to the committee in a telegram, I believe, 
that the bill was a workable bill, and they could perform under it. 

Mr. Broomrietp, Do you feel that if an area of limitation is put in, 
that the Tennessee Valley Authority eventually will come back and 
want to change the boundary lines or not? Or are they going to be 
satisfied ? ; 

Mr. Wessenaver. I think the impetus for cha: a boundary 
line, if one is put in, will be more likely to come from the perme who 
are excluded use a line is put in. I think there has been much 


i The utilities listed are the only ones from whom TVA acquired any properties. In 
general, TVA’s acquisitions were limited to generation and transmission facilities, with 


the distribution facilities being acquired by local distributors. In some additional instances 
distributors of TVA power have acquired relatively small utility properties in transactions 
in which TVA did not acquire any properties. 
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that has come to areas being in the Tennessee Valley Authority 

area, that is, the area which receives Tennessee Valley Authority 

wer, as the present law stands, that may be lost if a rigid boundary 
Fine is established. 

In think it is also a matter of fact that there has been more excite- 
ment and interest in seeking Tennessee Valley Authority power for 
other communities since the question of the boundary has come up in 
connection with this bill than there has been before that question 
came up. The proposal to put a boundary on it as provided in the 
bill has done more to excite people to try to get Tennessee Valley 
Authority power than anything else. 

’ Mr. Broomrterp. I would like to commend you for your forthright 
statements. You mentioned the fact that the Tennessee Valley Au- 
thority is doing so well. Of course, I think one of the reasons for 
that is the tax advantage they have. We in Michigan have certainly 
felt the effects of the Tennessee Valley Authority, because we have 
had a great deal of unemployment, and certainly a lot of our industry 
is moving out of the State, and it has been a contributing factor down 
there. You can appreciate my position, therefore. 

We do not want to lose any more industry to the Tennessee Valley 
area. 

Mr. Wessenavuer. I have looked at the list, Mr. Broomfield, and I 
would be surprised if you could find in it as many as two industries 
that moved from Michigan to the Tennessee Valley. As a matter of 
fact, there is not a movement of industry, picking up from the locations 
and moving into our area. There are a few, but we also have some 
industries that move out. The net change in the past 5 years may have 
been five. 

Mr. Broomrretp. You do not think that the economic factors in- 
volved with the Tennessee Valley Authority there and cheap later 
has some influence on whether business goes into that area or not ? 

Mr. WeEssENAUER. Not a very great factor, Mr. Broomfield. I think 
that instead of movement of industry, there has been expansion of 
industry in the South. It is actually true there has been more growth 
of industry in the South, and that has been related to a lot of factors, 
including resources and new markets and labor, and all of those ques- 
tions. I think industry is expanding all over. It may be a little faster 
in our area than in another, but the actual instances of industries 
picking up from one site and abandoning it and starting at a new one 
are very few. 

Mr. Broomrte.p. In closing, I have one last question. 

Basically, why does the Tennessee Valley Authority continue to 
have low rates? Why do they not pay their fair share to the Federal 
Government in taxes and amortization payments? 

Mr. WessenaveER. I think on that, Mr. Broomfield, you have to go 
back to the basis on which Congress set up the Tennessee Valley 
Authority. 

_The Tennessee Valley Authority was set up as a demonstration of 
what could be done in the way of increasing the use of power through 


low rates. It directed us to work on the basis of making rates as low 
as —: while covering all of the factors of cost. 

have pointed out to you that we have covered all of our operating 
expenses and depreciation. We make tax-equivalent payments to 
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States and counties. We earn a return of about 4 percent on the 
investment. 

I hope you will think we are making a very creditable showing of 
what can A done. And what we are asking here today in connection 
with this bill is that we obtain our future funds not through appro- 
priations, but through going to the market through the issuance of 
revenue bonds. 

Mr. Broomriep. I was going to get to revenue bonds. 

You are primarily going to have to do business with Wall Street 
bondholders; are you not ? 

Mr. WessENAUER. Yes. 

Mr. Broomrieyp. And according to the bill—I was going to ask 
another witness about that—they will certainly have to be considered 
in the rates of the contracts; will they not? 

Mr. Wessenaver. I am sure—— 

Mr. Broomriexp. It seems to be kind of a new twist because for 
so long we have heard the story that the Federal Government and 

ublic power was the answer. We did not have to go to the bankers, 
ow we find here we have a bill for $750 million in bonds and they 
will have to go to the same fellows they are saying have been so awful 
in private enterprise. 
nyway, I want tocommend you for your fine statement. 

Mr. Wessenaver. Thank you, sir. 

Mr. Davis. I do not want to argue that point. What the Tennessee 
Valley Authority ought to do, they said, is get away from appropria- 
tions and finance themselves. The President said that four times. 
Now we thought we had a good, fair, and workable bill. Now you say 
“No, we do not want appropriations or revenue bonds either.” 

On that we will recess until 2 o’elock. 

‘(Whereupon, at 12:15 p.m. the hearing was recessed until 2 p.m. of 
the same day.) 

AFTERNOON SESSION 


Mr. Davis. The committee will be in order. Unfortunately we 
cannot hear but one witness at a time. On tomorrow some seven or 
eight representatives of the private power people all want to be first. 
I must explain to you I am going to do the very best I can, but I can- 
not put seven or eight of you on first. I can only put on one at a 
time, so I hope you will understand it. Some members of the com- 
mittee have spoken to me and some have some feelings about it, because 
they want the president of their company and their State to be first. 

However, we will do the best we can. 

I think we have concluded with Mr. Wessenauer this morning. 

Mr. Brown. No, Mr. Chairman. There are some more questions I 
would like to ask him. 

Mr. Davis. Oh, Mr. Wessenauer, it seems they want you some more. 

Mr. Wessenaver. Fine. I am here. 

Mr. Davis. You were a crackerjack witness his morning. I think 
even those who may be opposed to you or your views recognized 
et efficiency and recognized that you made a very fair and compre- 

ensive statement this morning. 

Allright, Mr. Brown. 
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Mr. Brown. I really do think, Mr. Wessenauer, that you are emi- 
nently fair in giving some straight-forward answers, and I appreciate 
it very much. 

I want to pursue the matter of this coal business a little bit more. 
I want to make sure we get all of that story in the record. 

Mr. Wessenaver. All right, sir. 

Mr. Brown. I got the impression at first that only about 5 percent 
of this coal that is purchased was purchased from suppliers who did 
not necessarily have to comply with the Walsh-Healey Act. Then 
did I understand you to tell Mr. Fallon, in answer to a question, that 
the average cost of coal to the Tennessee Valley Authority is $4.69 a 
ton? Isthat correct? 

Mr. Wessenaver. I do not recall giving that figure. 

Mr. Davis. I think I can clear that up, Mr. Brown. That question 
was asked of me a moment ago as to whether that was said. Mr. 
Wessenauer said in response to a question, that I think Mr. Dooley 
asked, would he please compare the rates for electricity in the Ten- 
nessee Valley Authority area with the rates in other areas, and Mr. 
Wessenauer said they are different as you go farther away from the 
area. 

But, as I recall it, you said that if you take Birmingham, Atlanta, 
Greensboro, and Memphis, I'‘believe was the fourth city you named— 
as I recall it, you said that the average cost was $4.69 for 250 kilowatt- 
hours of electricity. Then, as I recall it, the figure was $7.50 as you 
went farther away. 

So, Mr. Brown, he was not talking about the price of coal in that 
regard this morning. 

r. Wessenauer. I was speaking, Mr. Brown, of, or the question 
had to do with, the price of electricity, and I was quoting figures for 
250 kilowatt-hours per month. 

Mr. Brown. I am glad to get that cleared up here. Could you give 
us the figures on the average cost of coal ? 

Mr. Kampmeter. The average cost of coal, as it happens, is in the 
vicinity of the figure you quoted. I do not have the detailed, up-to- 
the-minute figure before me, but a figure approaching $4.50 a ton 
delivered to our plant would be a good, typical figure. 

Mr. Brown. Do you think that that is in line with, or less than, or 
more than is being paid for coal in nearby surrounding areas to the 
Tennessee Valley Authority ¢ 

Mr. Kampmeier. Well, in order to compare it with any other area, 
it is necessary to consider that that delivered cost is made up of the 
price of coal at the mine, and the transportation cost. The trans- 
portation cost probably averages lower to our plants than to the aver- 
age powerplant in the country, because we are rather favorably sit- 
uated with respect to coal fields. 

_As far as the mine price is concerned, which would average, pos- 
sibly, something over $3 a ton—and, incidentally, there is quite a 
range in the prices—the typical price at the mine, as far as we can 
tell, is apparently quite similar in the case of the coal sold to us and 
_ toothers. For example, a number of our suppliers will make a con- 
tract with us at one time to sell us coal, and then the next time, 6 
months or a year or two later, they may sell the coal to the Georgia 
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Power Co. or the Cincinnati Gas & Electric Co., or one of the other 
large purchasers, and later on they will be back selling to us again. 
If the prices were very much different, I do not believe you would 
find that pattern. 

Mr. Brown. Do you have as many bidders on these competitor 
bids today as you had 10 years ago? 

Mr. Kamemeter. Yes. We have more. 

Mr. Brown. You have more? 

Mr. Kampmerer. Yes, sir. 

Mr. Brown. What is there to this business about your not paying a 
reasonable price for coal? Let us get out on the table. 

Mr. Kampmeter. I would like to discuss it to whatever extent you 
would like, because we feel we are buying coal, as I believe I said 
earlier, in the fairest way we know how. The price of coal that we 
pay, of course, is fixed not by us, but by the bidders. No one, of 
course, is required to submit a bid. The fact that suppliers seek con- 
tracts one after another—and when they have fulfilled one, they are 
back bidding on another— and the fact that the number of bidders is 
increasing, and the size of the contract that a typical supplier makes 
with us tends to increase as the years go by, and the fact that many 
of these suppliers gradually put themselves in a position to offer larger 
quantities from larger operations, all seems to me to be overwhelming 
evidence that the price is fairly arrived at. 

Mr. Brown. In other words, are you saying that these complaints 
must be from just disgruntled bidders; is that right? 

Mr. Kampmeter. Well, of course, they are partly, at least, from 
disgruntled bidders. You always have that situation whenever you 
buy anything competitively, or frequently you do. Sooner or later 
someone is a disgruntled bidder. But I think there are other factors 
that come into it also. 

The technology of coal production is changing all the time. Some- 
times a given company or a given mine may find it has fallen by the 
wayside technologically. Other folks have begun producing coal 
more efficiently than a particular operator has been in the habit of do- 
i He finds that he is not in a position to compete with the prices 
that are being offered, and to make money with his operation. 

This inevitably happens, and when this happens, we have people 
say to us that we are as ing coal below the cost of production. Well, 
we may be buying coal from supplier A below what supplier B’s pro- 
duction cost would be; but certainly there is no reason to suppose that 
supplier A, who is a successful bidder, is offering us coal at any less 
than his cost plus a reasonable return. If he were not operating on 
that basis, he would not stay in business long. 

Many of our suppliers have been supplying us for quite a few years, 
and in increasing quantities. 

Mr. Bows. The Tennessee Valley Authority is a big buyer of coal, 
is it not ? 

Mr. Kampmeter. Yes, sir. 

Mr. Brown. Probably the biggest in the country ? 

Mr. Kampmeter. Yes. 

Mr. Brown. It imposes quite a responsibility on this operation, 
does it not ? 

Mr. Kampmeter. We feel it does. 

Mr. Brown. To be fair? 
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Mr. Kampmeter. Yes. 

Mr. Brown. Have you ever advertised a bid for coal where the bids 
have been placed, od. you just decided you did not want to buy any 
coal right at that time ? ; 

Mr. Kampmerer. On one occasion, and only one that I recall, at 
least 5 years ago, we rejected all bids. I remember no other occasion 
but that one, and none in the last 5 years, where we have rejected all 

ids. 
y Mr. Brown. Just one time in the last 5 years? f 

Mr. Kampmetrr. Yes. In more than 5 years; this was at least 5 
years ago. 

Mr. Brown. Let us change the subject momentarily here. I am 

uite impressed with the use of electricity in the Tennessee Valley 
Rachority area, and also the way it has been utilized in rural areas, 
among the rural electric cooperatives. We have quite a few rural elec- 
tric cooperatives over the southwestern part of Missouri, where I come 
from. 

Our cooperatives down there buy power from the Southwest Power 
Administration. 

Could you give me any comparison as to the wholesale rate that you 
charge rural electric cooperatives out_of the Tennessee Valley Au- 
thority as compared to the Southwest Power Administration ? 

Are they about the same? 

Mr. Wessenaver. I would have to check the Southwest Power Ad- 
ministration’s rates with which I am not entirely familiar. Our rate 
is basically a demand charge of 90 cents a kilowatt, and an energy 
charge which starts out going down in certain energy blocks, but 
basically it is 1.95 mills a kilowatt-hour. 

Mr. Brown. 1.95? 

Mr. Wessenaver. Yes. There are other adjustments in the sched- 
ule which tend to complicate the conclusion, but those are, if you want 
to get a very nogh idea, the figures. 

r. Brown. Does anyone on your staff have a rough idea of what 
the Southwest Power Administration charges ? 

Mr. Wessenaver. I would think it is more, but I can get it and put 
it in the record for you. 

Mr. Brown. I was thinking it was more. Do you have any idea 
why the Government can sell power out of one pocket in the Tennessee 
Valley Authority area cheaper than it can out of the pocket in the 
Southwest Power Administration area? 

Mr. Wessenaver. Mr. Brown, costs vary from region to region. 
The Tennessee Valley area, for example, is not as fortunate as the 
northwest area, where Mr. Mack comes from. The Columbia River 
is a large and generous river, compared to ours. I think our river, 
for example, is better than the rivers which the Southwest Power Ad- 
ministration have projects on. | 
_ The location is one thing. A factor which enters into is the prox- 
imity to coal, and sources of fuel. Other factors are the topography 


or the situation involved in building the structure. 


For example, the folks in New York who will be building the 
Niagara project, where you do not have to build the dam, and the fall 
is already created, and all you have to do is divert the water and build 


a powerhouse, in effect—those folks have one situation there. 
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In our area we have to build a dam and buy out the land which the. 


reservoir covers, and so forth. That may be more in private owner- 
ship in our area than maybe some of the western a tom 
ll of those factors enter into it and have a bearing on it. 

The Southwest Power Administration, to the extent that they have 
access to steam-generated power through what they obtain from some 
of the companies—and I am not familiar with those arrangements— 
may find that cheaper than our ih because they may be closer to 
the gasfields and sources of fuel that are cheaper than our sources, 

Mr. Brown. In other words, it is all based strictly on economic 
costs ? 

Mr. Wessenaver. The cost factors are quite important in compar- 
ing one region with another, and they must be taken into account. 

can give you the average price. Some 51 cooperatives in the TVA 
area, Mr. Brown, pay an average of 4.75 mills per kilowatt-hour. In 
other words, with the load factor of their use, and the other adjust- 
ments in the schedule, that is the overall average. 

Mr. Brown. You referred to the map in your discussion, and it is 
a very good map. Eighty thousand square miles is the effective area 
you have been serving since 1945. Is that correct ? 

Mr. Wessenaver. That is correct. 

Mr. Brown. I believe you said—— 

Mr. Wessenaver. I think I ought to make it quite clear that the 
distributors serve the area. We serve only the supply points of the 
distributors. The power is utilized in about 80,000 square miles. 

Mr. Brown. I understand. And you say since 1945, or for some 
14 years, that that area has remained static except for the loss of 
Memphis; is that correct ? 

Mr. Wessenaver. Substantially so. I think there have been some 
minor changes. There has been a community or two within the outer 
limits of the area, which have taken Tennessee Valley Authority 
power in that interval of time, but it has substantially been that area. 

Mr. Brown. During that 14-year period there are some areas shown 
in blue on the map, which is the drainage basin. Is that correct ? 

Mr. Wessenaver. The blue is the Srdinage basin. Yes. 

Mr. Brown. In the drainage basin they have not. asked for Ten- 
nesseee Valley Authority power; is that correct ? 

Mr. WessENAvER. Yes, that is correct ; some have not. 

Mr. Brown. I now believe you made a clear statement that in 
surrounding areas the private power companies, and other power 
companies have been able to supply the needs of the people without 
asking the Tennessee Valley Authority for the power: is that right? 

Mr. Wessenaver. I think part of the explanation is that the present 
service, which they have, is presumably satisfactory to the citizens 
of those communities, and they have not asked for power. 

Mr. Brown. And you have not sought to expand in that 14 years? 

Mr. Wessenaver. That is right. 

Mr. Brown. That is, you have not gone out on any predatory 
expension ¢ 

Mr. Wessenaver. That is right. We canont expand. The initia- 
tive must come from the others. 

Mr. Brown. For 14 years you have had a 10- to 12-percent growth 
per year vertically; is that correct? 
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I mean, over the same area, or within the same area you have 
expanded 

r. WEssENAUER. I think the growth has been even more rapid than 
that, Mr. Brown. I was speaking of the fact that at the current time 
the growth is about at that rate, but we have had rates of growth in 
excess of that at times in the past. 

Mr. Brown. In order to meet the needs of the area, the 80,000 
square miles you anticipate you are going to have to have 10 to 12 
percent more facilities per year on an average, to meet the vertical 
growth needs in the area ? 

Mr. WesseNavrER. That is 10 to 12 percent on the part of the load 
which is supplied to these municipalities and cooperatives and for 
industrial use. We are not including in that any possible future 

owth in use by the Federal Government itself. So it is less than 
12 percent of the total, but 12 percent of that portion. 

r. Brown. You need revenue bonds for at least three-fourths or 
two-thirds of the growth need; is that correct. 

Mr. WesseNnaver. That is correct. 

Mr. Brown. If you do not get the revenue bonds, you either have 
to get appropriations, or something, do you not ? 

r. WessenAvuER. That is right. 

Mr. Brown. You absolutely have to have the revenue bonds for 
vertical growth ? 

Mr. Wessenaver. The situation is this, Mr. Brown: the sources 
of funds for financing the Tennessee Valley Authority program at 
the present time are two in number: The use of revenue or appro- 
priations by the Congress. This bill would provide an additional 
source of funds through the issuance of revenue bonds. 

The fact that we have not had appropriations for new starts for 
quite a number of years indicates that we would need this legislation 
if we are to finance the capacity that will be required, or that is 
required, or that TVA would have to come to Congress and indicate 
that appropriations would be needed. 

Mr. Brown. My point is that you have a considerable growth po- 
tential within your 80,000 square mile area. For 15 years or so, 
you have not had any request from any municipalities out of the 
80,000 square mile area. 

Mr. WessenAver. I would like to interpose there, Mr. Brown. I 
do not want to leave the impression that we have not had requests 
in the 15-year period for power outside of our area. There have 
been a number of requests, but, for one reason or another or the 
requesting agency changed its mind, or they had not put themselves 
in @ position to enter into a Tennessee Valley Authority contract; or, 
the Tennessee Valley Authority found that it was in a situation where 
it could not extend service. 

Mr. Brown. It has not been a bona fide request, one that could 
meet all of the requirements. 

Mr. WessENAvER. I am a little troubled by the word “bona fide.” I 
think the requests were—— 

Mr. Brown. If they were withdrawn, it was not a request. 

Mr. WrssENAUER. to say, for example, some communities 


have requested 4 seta For example the city of Paducah has been 
ennesee Valley Authority power for 17 years, but 


trying to get 
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they have not been able to do so. Their franchise with the present 
company gives them the right, as they explained to me, to purchase 
those facilities at any time that the city decides to do so, and the 
_ parties have a procedural agreement for determining the price. They 

Late not been able to agree on price, nor have they been able to work 
it out, because litigation in the meantime intervened to prevent the 
city from putting itself in a position to have a distribution system. 

fam just citing that as one of the reasons why those requests may 
not have materialized into an actual supply of power. 

Mr. Brown. Under this bill, would the city of Paducah be in a 
position to obtain power from the Tennesseee Valley Authority? 

Mr. Wessenaver. The bill as drafted would not exclude Paducah 
from getting Tennessee Valley Authority power. It does not neces- 
sarily assure that it will, either, but it does not exclude it. It is within 
the geographical boundaries, which are drawn by this bill. 

Mr. Baown: But the only reason why they have not obtained power 
before now is that they have had their own complications ? 

Mr. WESSENAUER. They have had their sere ications; yes. 

Mr. Broomrie.p. Will the gentleman yield for a question? 

Mr. Brown. Yes. 

Mr. Broomrretp. What would the effect be on the Tennessee Val- 
ley Authority if the Congress imposed, or took away some of these 
snasieene that they have over  apiaiyene power companies, and put them 
on them on the same basis? I am curious as to what your opinion 
would be if you had to operate like they did. I am referring now to 
the private power companies. What effect would it have? 

I recognize, first of all, that the original purpose of the Tennessee 
Valley Authority, and I think it served a worthy purpose, was to do 
certain things. However, I question whether or not the Congress or 
the people in the United States should go further now. I think the 
Tennessee Valley Authority has served its purpose. Why not put 
them on the same basis as the private power utility companies? 

What effect would it have on the Pestnates Valley Authority if 
they did that? 

Mr. Wessenavenr. I think if you have that view, Mr. Broomfield, the 
answer to you is just sell it. If you want to make it like a power com- 
pany, just sell it. 

r. Broomrte.p. Would that be wrong? 

Mr. Wessenaver. That is certainly a policy which the Government 
would have to decide. It is not one that I would urge upon it, but it 
seems to me if you are going to make it a power company, why not 
transfer it to a power company ? 

Mr. Broomrrexp. It seems to me we are so concerned about. taxes 
today, in order to pay the high expenses of Government. If we 
keep cutting off sources of taxes, and allowing Government-owned 
corporations to expand, without increasing the taxation, where will it 
put us financially 

Mr. WessenavEr. It seems to me what we are proposing here, Mr. 
Broomfield, is even if you assume that the funds heretofore invested 
in the Tennessee Valley Authority program come from taxation, then 
certainly the revenue bond funds would not come from that source. 

In other words, this bill, as I visualize it, is to give the Tennessee 
Valley Authority the authorization to obtain the future funds which it 
needs through the issuance of revenue bonds. That would be the 
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source, and it would not come from appropriations for the normal 
uirements of the area. 

ip ie: Broomrietp. You do not believe it would have any serious ef- 

fect on the Government than floating their bond issues, apparently ? 

Mr. Brown. Excuse me, Mr. Broomfield. 

Mr. Wessenaver. I canont really see how it would have any more 
effect than the issuance of bonds by many other enterprises in the 
United States or by a private utility, or by a State or municipality, 
or many other people who are competing in the market. 

Mr. Brown. Mr. Wessenauer, what I am trying to arrive at through 
this excursion into philosophy here is something that you all could 
live with, and the Seren could live with, because I think that 
the Tennessee Valley Authority has done a wonderful job in many 
respects. We could not possibly have had the defense program we 
have had without it. 

But I am wondering about this: You made an excellent point, I 
thought, that in the surrounding areas other enterprises have been 
able to compete or stay at a competitive level with TVA in serving 
their nearby areas. 

Is that true? In Paducah, Ky., for example? 

Mr. Wessenavrr. Well, of course, that is a question again which the 
local community has to decide. I think you have to recognize that the 
existence of the Tennessee Valley Authority has led the folks in the 
area to make these comparisons, and to determine for themselves 
whether their service was satisfactory to them, all factors taken into 
account, or not. 

Apparently at Paducah they have not felt they are satisfied, and they 
have been trying to change their system. That is a choice which the 
present arrangement provides for them. 

Mr. Brown. How important is this 25,000 extra square miles to 

out 
Mr. Wessenaver. To whom? 

Mr. Brown. To the Tennessee Valley Authority operation. 

Mr. Wessenaver. I think the question is really not whether it is 
important to TVA, but whether it is important to those people in that 
area, or is important to the Nation as a whole. 

Mr. Brown. As far as the Tennessee Valley Authority operation is 
concerned, it has a lot of room for growth within the 80,000 square 
miles. Is that correct? 

Mr. Wessenaver. As far as TVA’s operations are concerned, we 
have a sizable area to take care of, and we are trying our best to take 
care of that. The question of which of the restrictions of the area, or 
limitations, as to where Tennessee Valley Authority power possibly 
might go is, it seems to me, a policy question which the Congress 
would face, either on this occasion or at some other time. I think 
you have to assess the values or the disadvantages, and weigh them as it 
may be meaningy at not to the area which now gets TVA power, or to 
the Tennessee Valley Authority itself, but to the people in those 
communities, 

Should they or should they not have the opportunity to take advan- 
tage of this arrangement. 

r. Brown. at I am trying to arrive at is why the 105,000 
uare mile area was picked. as it just drawn out of a hat, or how 
did that happen ? 
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Mr. WessEenaver. The recommendations for—— 

Mr. Jones. Mr. Chairman, I wonder if I could insert in the record 
at this point the chronological events leading up to the adoption of 
various amendments on the territorial section of the bill which was 
adopted by the Senate when the bill was considered in the Senate the 
year before last ? 

Mr. Davis. I wish you would read it, so we can all hear it. 

Mr. Jones. It is more of a memorandum than anything else, Mr, 
Chairman. 

Mr. Davis. All right. We will all have the advantage of hearing 
it, then. 

Mr. Jones. All right. This is a memorandum of the Senate debate 
on August 8 and 9, 1957. 

The Committee on Public Works reported S. 1869. This amended 
bill was printed on August 8, 1957, page 12812. One change made by 
the committee in its consideration of S. 1869 was the addition of lines 
14 to 25 on page 2 of the bill and the addition of line 1 through 
“cooperatives” on page 3. This addition reads as follows: 

Page 2, line 14: 

It is hereby declared to be the intent of this act that the power facilities built 
or acquired with the proceeds of such bonds shall not be used, without prior 
approval by act of Congress, for the sale or delivery of power by the Corporation 
outside the counties which lie in whole or in part within the Tennessee River 
drainage basin or the service area in which power generated by the Corporation 
is being used on July 1, 1957, except, when economically feasible, to serve the 
United States or agencies thereof or to interconnect with other utility systems 
for exchange power arrangements, or to interconnect Tennessee Valley Authority 
generating plants, or to serve rural electric cooperatives 

The only additions made in these lines on the Senate floor are “or 

wer revenues” in line 16, page 2 immediately following “of such 

nds” and “existing” in line 1, page 3 imamblliaialy following “or 
to serve”. 

Then there was a motion by Senator Goldwater to recommit, which 
motion was rejected. This appears on page 12919. Then Senator 
Saltonstall’s amendment relating to the Government Corporation Con- 
trol Act was rejected. This appears on pages 12900 to 12919. 

Mr. Cotton of New Hampshire asked for the inclusion of “or power 
revenues” in line 16, page 2 between “bonds” and “shall not be used”. 
Senator Gore agreed. The Senate then approved the change on page 
12920. 

Mr. Cotton and Mr. Stennis agreed on certain additions. These addi- 
tions were the placing of “existing” on page 3, line 1 before “rural 
electric cooperatives” and the following addition : 

(as same now exists as to area and as of July 1, 1957) now being served in part 
by the Tennessee Valley Authority. 

The Senate agreed to these additions. Pages 1290 to 1294. 

The last amendment by Senator Cotton would have placed “for use” 
between “Corporation” and “outside” in line 18, page 2. This was not 
acceptable. Senator Kerr asked for the amendment to be temporarily 

ostponed while he could discuss the matter with Senator Cotton. 
Senator Cotton again offered the amendment after the postponement. 
Senator Kerr then asked for a recess to talk to Senator Cotton. Senator 
Cotton, after the recess, withdrew his amendment and offered a new 
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amendment adding lines 3 to 12, page 3. This last amendment is as 
follows: 


Page 3: 


: Provided further, That except as expressly provided above, all contracts en- 
tered into after this provision becomes law for the supply of power to any 
distributor shall contain an agreement by said distributor to confine the resale 
of such power within the boundaries of the counties above described and such 
additional areas (not more than 5 miles from such boundaries) as may be 
necessary to care for the growth of communities within said counties provided 
said communities were receiving Tennessee Valley Authority power on July 
1, 1957. 


Senator Cotton’s amendment was adopted. Pages 12934 to 12935. 

Then the bill, S. 1869, was agreed to by a vote of the Senate of 61 to20 
on August 9, 1957. 

That, Mr. Chairman, was the summary of the events leading up to 
the adoption of the various amendments and the rejection of various 
amendments contained in the language of the bill we are presently 


considering before the committee. 


Mr. Davis. Thank you. 


Mr. Brown. I thank the gentleman from Alabama for that informa- 
oy On the basis of that language, is that what this map is based 
on 

Mr. WessEenauEr. No, sir. This map is not a map that shows the 
area of geographic boundary as contained in this bill. This map shows 
in blue the drainage basin of the Tennessee. The pink area shows 
the part of the area which now utilizes Tennessee Valley Authority 
power which lies outside the area. 

I think you can see in the blue area a line which describes the outer 
limits of that area in which power is used within the drainage basin 
of the Tennessee. 

Mr. Brown, I do not know how the boundary was arrived at. It was 
presumably arrived at in the discussion in the Senate committee, but 
you can see what they have done there is perhaps to say that the power 
produced in the Tennessee drainage area was least to continue to be 
available to anyone who lived in the Tennessee drainage area. 

The second question was, how can you precisely define the bound- 
aries. Apparently they hit on a plan which was to say they would 
allow it to go to the edge of a county which lies in the drainage basin 
in whole or in part, or a county in which power is already available 
in whole or in part. 

That gives you a geographically determined line. 

TVA does not serve the ultimate consumer. That is done by the 
municipalities and the cooperatives. They undertake to carry service 
to these areas. This bill, as drafted here, would require TVA to in- 
corporate in its future contracts that anyone se The a power from 
TVA would not undertake to carry Tennessee Valley Authority power 
beyond the boundaries so defined by this plan. 

Whether that helps you or not, I do not know. There is one proviso 
in here which refers to the possibility of extending an additional 5 
miles. It reads: 


* * * to confine the resale of such power within the boundaries of the counties 
above described and such additional areas (not more than 5 miles from such 
boundaries) as may be necessary to care for the growth of communities within. 
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Said counties provided said communities were receiving Tennessee Valley Au- 
thority power on July 1, 1957. 

Presumably it was intended to cover any situation in which a com- 
munity was right on the edge of a county and they had grown a little 
bit and it was in order not to exclude it from incorporating all of its 
boundary if it should grow outside those limits, but again limiting it to 
not more than 5 miles. 

As I say, it is mere speculation on my part, because the language it- 
self was first determined in the Senate committee, and, as Mr. Jones 
indicated, amendments to it were made on the Senate floor. 

Mr. Brown. Thank you, Mr. Wessenauer. Thank you, Mr. Chair- 
man. 

Mr. Mack. I have one further question, Mr. Chairman. 

Mr. Davis. Mr. Mack. 

Mr. Mack. Mr. Wessenauer, what was the depreciation taken by 
the Tennessee Valley Authority last year on its operations ? 

Mr. Wessenauer. I believe it was 

Mr. Mack. Just the gross figure. 

Mr. Wessrenaver. The depreciation on the power facilities was 
$43,790,00. 

Mr. Mack. That is by the power facilities at the plants and the 
distribution? You mean both the plants used and the transmitting 
of power ? 

Mr. WessenAveEr. It includes the generating plants and the trans- 
mission facilities. All facilities owned by the Tennessee Valley Au- 
thority devoted to power use. 

Mr. Mack. According to your schedule, your net earnings plus your 
depreciation would make it about $99 million for those two items. 

r. WessENAvER. That is correct, sir. 

Mr. Cramer. May I ask one more question, Mr. Chairman ? 

Mr. Davis. Yes, Mr. Cramer. 

Mr. Cramer. I was asking you with regard to page 9 of the bill 
in its relation to subsection if) with respect to the setting of a rate 
adequate to cover payments as contained on lines 6 to 8 on page 10, 
where it says “payments to the Treasury as a return on the appro- 
priation investment pursuant to subsection (e) hereof.” 

Is it not true in providing in subsection (f) for the charging of 
rates that there is excluded from that the language on page 9, lines 
2 to 4, which reads: 

* * * nlus a repayment sum of not less than $10 million, which repayment 
sum shall be applied to reduction of said appropriation investment. 

Therefore, the charged rates do not include the $10 million. That 
is the point I was attempting to get at previously—that it was offered 
as an amendment on the Senate floor. ad rr 

Do you not think it was an oversight that the $10 million provision 
was not also included on page 10 in lines 6 to8? : 

Mr. Wesspnaver. It is possible that it is not defined as precisely 
as some would like to see it, but if I may just speak a moment on this. 
Actually, if you are looking at the theory of ratemaking, what is 
included in rates should be enough to cover the operating expenses 
and the wearing out of the property, which is represented by depre- 
ciation, and an adequate return; that would normally be all you should 


include. 
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The question of what disposition you make of the earnings and of 
the depreciation fund may be a separate question. Normally, it would 
not be a part of the rate base. However, I think all of that is more 
technicality than need be, because, as you realize, Mr. Cramer, the 
only funds which the Tennessee Valley Authority would have to carry 
out its obligations as expressed herein, namely, to pay a return on 
the investment and make a reduction of the investment and take care 
of the debt service on its bonds, must of necessity come from the rates 
it charges. 

There is no other source. And as long as this $10 million reduction 
is an obligation of the corporation and its Board they must therefore 
devote $10 million of their cash proceeds toward a reduction of it. 

Mr. Cramer. Then, consistent with your statement, would you con- 
sider it an absolute obligation—and to clarify the matter you would 
not object to adding that additional, plus a repayment of a sum of 
not less than $10 million to the prepayment as a return on appro- 
priation investment under subsection (f) ? 

Mr. Wessenaver. I think the legislative history is clear on it. I 
do not see any objection to it, except that it is one which a precise 
‘technician would not like to see as a part of the rate requirement. 

Mr. Cramer. No more than you would like to see the payment to 
the Treasury asa return, a part of it? 

Mr. Wessenavuer. No. That isa different question. 

Mr. Cramer. That is all I have. 

Mr. Scuwencet. Mr. Chairman. 

Mr. Davis. All right, Mr. Schwengel. We are going around the 
second time here. 

Mr. Scuwencen. Thank you very much, Mr. Chairman. 

- I would like to go back and cover the question of your anticipated 
need and see if you can tell us briefly how much more electricity this 
will furnish you if the bill before us is passed. How much will that 
increase your capacity ? : 

Mr. WESSENAUER. $750 million of itself would perhaps buy 3.5 to 4 
million kilowatts of capacity, and the necessary transmission. 

Mr. SCHWENGEL. Tell me, if you can, what was your generating 
capacity in 1955? 

r. Wressenaver. I am not sure I have those numbers with me, 
Mr.Schwengel. Just aminute. 

As of the end of the year? 

Mr. Scuweneev. Yes. Or whatever figures you have on it. 

Mr. Wessenaver. At the end of 1955 we had 9,024,985 kilowatts. 

Mr. Scuwencer. That was your capacity 

Mr. WessenavER. That is correct. 

Mr. Scuwencet. What was your capacity in 1958? Do you have 
that figure ? 

Mr. Wessenaver. The present capacity is 10,572,210 kilowatts. 
He ScHwence.. Then what will your capacity be at the end of 

Mr. Wessenaver. With the capacity which is underway, at the 
end of 1959 it is expected to be about 11,400,000. 

Mr. Scuwenogn. And in 1960, what do you anticipate it to be? 

Mr. WessENAUER. 11,910,000. 


Mr. Scuwencet. This is without any bond financing. Is that 
correct ? 
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Mr. WesseNAvER. That is correct. 

Mr. Scuwencet. Can you tell us what your agreement with 
Memphis is? 

Mr. Wessenaver. The city of Memphis has now constructed and 
has under construction its own generating plant. Our relationship 
with them as of the time their second unit gets into operation will be 
one of normal relation between two neighboring power systems. 

In other words, we have an arrangement with them whereby we 
will interchange energy when that is mutually advantageous to do so, 

We will stand by for each other in case of emergency outages, if 
that happens. 

Mr. Dive. Will the gentleman yield for a moment ? 

Mr. ScHwence.. Yes. 

Mr. Davis. That is my city, and the Tennessee Valley Authority 
has not had a dollar in appropriations to extend their power facili- 
ties to meet requirements since 1953. The city of Memphis enjoys 
the finest sort of relationship with the Tennessee Valley Authority 
today, as it always has, but we found it necessary to do this. 

In 1961 you are going to be dangerously low on meeting your de- 
mands, are you not, Mr. Wessenauer, or is it early in 1962? 

Mr. Wessenaver. It will be both years. , 

Mr. Davis. Both years. So my city had to go into the market and 
borrow money. We sold $161 million worth of bonds to put up our 
steamplant. I can say to Mr. Broomfield that that did not affect 
the Treasury offerings. 

One hundred and sixty-one million dollars is sort of a drop in the 
bucket. But Mr. Wessenauer indicated earlier today that possibly 
$50 million in time will be saved if this bill is passed. I just want 
to make clear the relationship between Memphis and the ‘Tennessee 
Valley Authority has been fine all the way through. 

However, we reached that dangerous point, and in order to take 
care of our own needs, with no appropriations forthcoming, and 
with this bill not being passed, we had to go in and borrow $161 
million to do this. 

Mr. Scuwencet. I am sure what you say is absolutely true, and 
I was not trying to indicate anything else, Mr. Chairman, but I did 
want to establish this point, which is that you point out you are in- 
creasing your capacities. 

Now, I would like to ask you if you can give me these figures. How 
much of this capacity did you actually use in the years you have been 
asked about—1955 through 1958 ? 

Mr. Wessenaver. Oh, surely. 

Mr. Scuwencet. Did you use all of your capacity ? 

Mr. Wessenaver. We used all of it in one way or another, Mr. 
Schwengel, because part of the capacity is used to carry load, and 
part of it is out of service for maintenance and part of the capacity 
is used for spinning reserve to take care of situations of possible 
outages of equipment. 

I can give er the peakloads for those particular years. In 1955, 
the winter of 1955-56, the peak requirements were 8,482,000. The 
next figure I have is 1958. Actually that was for this winter when 
we had a peakload of 9,702,000. 

Mr. Scuwencer. And you have a capacity of 10,500,000 you said? 
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Mr. WessEnAvER. That is right, sir. We did not have quite 10,500,- 
000 at the time that peak occurred. As a matter of fact, some of it 
came into service since that happened. 

Mr. Scuweneet. And you are meeting this increase under your 
present arrangements, are you not ? 

Mr. WessEeNAvER. Yes. We are meeting that with our present 
capacity and present ties. 

. Scuwencer. Without coming to Congress for any more 

oney ¢ 

“is WesseNaurr. Yes. But, Mr. Schwengel, part of the capacity 
which has come in in in the interim has been capacity which was 
started earlier, and which is being finished with appropriated funds. 
Part of it has been provided by revenues. We are barely—what we 
are providing for now is only through the use of revenues, but we have 
had to reduce our payments to the Treasury in order to take care of 
the need, and that is not enough to take care of the need. 

Asa matter of fact, if you want to look at the situation in 1961, in 
the winter of 1961-1962, we project a load of about 12 million kilo- 
watts. The capacity of our system will be—that is, how much load 
we should safely carry with the capacity we have—the ——— of 
our system will be 11,400,000. So we will have a shortage of about 
600,000 kilowatts. 

Now, a year later 

Mr. Scuwencet. That is in 1961? 

Mr. WessENAvER. 1961-62 In 1962-63 the load will be up another 
950,000 kilowatts, but the capacity will only be up about 550,000 kilo- 
watts, so we will have a deficiency in that year of about 1 million 
kilowatts. 

It takes 3 years or longer to provide new capacity and we should be 
starting soon for the capacity that will be needed in the fall and 
winter of 1962-63. 

Mr. Scuwencet. Did the Atomic Energy Commission use more or 
less in 1958 than they used in 1957 ? 

Mr. WesseNAvER. They probably used less in 1958 than they did 
in 1957. 

Mr. Scuwencet. Do you have any way of knowing what they 
might be using in 1959? 

Mr. Wessenaver. This year they are running—they are planned 
at about the contract amounts. I might explain the Atomic Ener 
Commission has two plants, which contracted with us for some 3-mil- 
llion-odd kilowatts of capacity. They have a capability, however, at 
these facilities to use at least about 500,000 kilowatts more. They have 
been buying that in the past on short-term arrangements. This year 
they will not do that, but there is a potential there whereby they could, 
at some future time, require far more. 

But all of that has been taken into account, and our assumptions of 


planning in the future are based simply on the Atomic Energy Com- 


misison’s long-term contracts, and not on their ability to use more. 
It is an item which is of some concern to us, because should the 
national defense needs turn in the direction which would increase pro- 
duction at those plants, we would find an immediate demand from 
them. of something over 500,000 kilowatts. I think it is a serious thing 
to be entering into this future period not only not having adequate 
margins of capacity, but actually facing definiencies of capacity. 
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That should only sg the need for early action on this bill 
to permit us to put in the full amount of capacity to take care of the 
needs in this area. 

Mr. Scuencer. Then actually if these figures are correct, you are 
asking for a lot more in this bill than you will need in the next 10 
years, if I interpret your figures correctly. 

Mr. Wessenaver. I do not believe so, sir. If you consider that our 
increases in peak demands are in the neighborhood of 900,000 a year, 
4 million kilowatts would only provide about 4 years of growth. 
That is about all that $750 million will do. 

I think you may recognize when I appeared before this committee 
before, I felt that a dollar limitation was unsound. But it was de- 
cided in the Senate that there should be a limitation, and it does pro- 
vide an early opportunity for Congress, after we have had 4 or 5 
years of experience with this bill, to look at it again. 

I am as confident as I am sitting here, that it will be necessary to 
come back and reexamine it within that time. It is not toomuch. If 
anything, it is too little, Mr. Schwengel. 

Mr. Scuwencet. That is all. 

Mr. Davis. Arethere any other questions ? 

Mr. Scuwencet. I want to thank the gentleman and the chairman. 

Mr. Wessenaver. Mr. Chairman, I would like to thank you for this 
opportunity of making this presentation to the committee, 

r. Davis. Thank you very much, Mr. Wessenauer. 

If there are no further questions of Mr. Wessenauer, Mr. McCarthy, 

will you come around ? 


STATEMENT OF CHARLES J. McCARTHY, GENERAL COUNSEL, 
TENNESSEE VALLEY AUTHORITY 


Mr. Davis. Mr. McCarthy is the general counsel for the Tennessee 
Valley Authority. 

I dare say a great many questions have already been propounded 
to Mr. Wessenauer, which may have gone to you; but I am inclined 
to let these gentlemen ask you the legal questions. 

We have covered the area of the return on the Government’s in- 
vestment, plus $10 million a year, et cetera, et cetera. 

So, if you gentlemen will ask some questions, maybe we can make 
some time, or would you want to start at the front of the bill and go 
all the way through with a legal explanation of it? What is your 
wish? Do you want to ask some questions ? 

Mr. Mack. Yes. Mr. McCarthy, on the bottom of page 9, subsec- 
tion (f) it states: 

The Corporation shall charge rates for power which will produce gross rev- 
enues sufficient to provide funds for operation, maintenance, and administra- 
tion of its power system; payments to States and counties in lieu of taxes; 
debt service on outstanding bonds, including provision and maintenance of re- 
serve funds and other funds established in connection therewith ; 
and so forth. 

At no place in this paragraph does it say anything about the Fed- 
eral Government being returned the invested capital in this develop- 
ment. 

Are you agreed with Mr. Wessenauer that it would be perfectly 
proper to place in this section a provision requiring the repayment of 
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capital along with the other items, and that power rates should be 
charged sufficient to do that ? 

_ Mr. McCarruy. I would see no objection to that, Mr. Mack. You 
are "Th now about the $10 million figure that appears earlier in 
the bill ? 

Mr. Mack. Yes. 

Mr. McCartuy. I think, as Mr. Wessenauer explained, that that 
really is something not wholly appropriate in a provision fixing rates, 
but as a practical matter we would certainly have no objection to it. 

Mr, Mack. I think the proponents of this legislation are agreed 
that the $10 million should be repaid to the Federal Government each 

ear asaminimum. If so, of course, the rates for the power which is 
sold should include that item. 

Mr. McCarrny. Of course, they would have to, surely. 

Mr. Mack. Does this item include the item of depreciation? I 
know present rates are based on depreciation, but does this section 
provide for that ? 

Mr. McCarrny. Oh, yes. It is necessary to charge rates which will 
cover Operation, maintenance, and administration of the system, in- 
eluding depreciation. 

Mr, Mack. Do you, as an attorney, see any reason why this bill 
should not provide for the determination by the Treasury of the tim- 
ing and the interest rate to be paid on these bonds? 

fr. McCarruy. You are asking me a question as an attorney which 
is really a question of policy. I see no objection to the provision for 
TVA’s advising the Treasury of its plans for issuance of bonds, fol- 
lowed by consultation with the Treasury, if it so desires. 
' Mr. Mack. I do not mean consultation. I mean the discretion of 
the Treasury Department to fix the timing and the interest rate, inas- 
much as the Treasury Department is responsible for financing the 
$288 billion national debt. 
~ Mr. McCartruy. What I started to say was that this bill provides 
an opportunity for the Secretary of the Treasury to contro] the tim- 
ing through a request with which TVA would have to comply for 
deferral of TV A’s sale of bonds for a limited period. I see no objec- 
tion to that. 

Mr. Mack. But if he does not veto your timing within a period of 
so many days, the Tennessee Valley Authority Directors can go 
ahead and float the bond issues, can they not ? 

Mr. McCarruy. That is correct. 

Mr. Mack. They are required to consult the Treasury Department, 
but they do not necessarily have to pay any attention to what they 
recommend. 

Mr. McCarrnuy. The Treasury has an opportunity to determine 
the timing of a sale of bonds by directing that the issuance shall be 
deferred for a =— of time. 

Mr. “ier or a month or two, but can they say for 6 months or 
onger 

Mr. McCarruy. No,sir. And I think it would be very unreasonable 
to eee 2 ae of that kind in the bill. 

r. Mack. What isthe timing in this bill? 

Mr. McCarrny. It is up to 45 days’ delay. 
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Mr. Davis. From my own studies I have put in some of my own 
language on page 6, line 15, where it reads: 

Provided, That before issuing any bonds hereunder, the Corporation shall 
advise the Secretary of the Treasury with respect to the amounts * * * 

I am just thinking out loud here. I struck out the word “terms” 
because I thought the purchaser of the bonds would fix the terms. So 
it would read: 

* * * the Secretary of the Treasury with respect to the amounts of bonds to be 
issued and the proposed date of the sale thereof, and if the Secretary, within 15 


days after receiving such advice, shall request deferral of the sale thereof for a 
period not in excess of 45 days— 


and I have added this: 


or make any recommendation concerning them— 
and then go down to line 24— 


which affects maturities or conditions of the bonds, the corporation shall not sell 
the bonds until such period of deferral requested by the Secretary has elapsed. 

Does that strike you as being just about what you wanted ? 

Mr. Mack. Does it mean they may defer it for 6 months, or any 
period they desire ? 

Mr. Davis. No; I would not say that. On 14 days’ notice and then 
45 days, but the Corporation shall not sell the bonds until such period 
as the deferral requested by the Secretary has elapsed. 

Mr. Mack. I am not a financier, and I do not know what effect it 
will have on the Treasury Department, but I think the Treasury 
Department should have some definite control over the financing under 
some kind of arrangement that can be worked out with these people 
who are familiar with financing. 

Mr. Jones. Will the gentleman yield ? 

Mr. Mack. Certainly. 

Mr. Jones. Is it the gentleman’s idea that those decisions be deferred 
by the Secretary of the Treasury as to when the bonds will be issued, 
and the denomination of the bonds and the maturity dates, and so on! 

Mr. Mack. Here is an organization, Tennessee Valley Authority, 
that is going to enter into the market, and presumably buy, or which 
can buy and float bonds up to $750 million. If those bonds were 
floated right ahead of a proposed Treasury Department issue, and 
floated at a rate of interest considerably more than the Federal bonds 
were carrying, they would have a terrific effect on the entire national 
debt of $288 billion, it would seem to me. 

Mr. Jongs. I would say to the gentleman his assumption is there 
is a vast difference between the two agencies, the Treasury Depart- 
ment on the one hand, and the Tennessee Valley Authority on the 
other hand. As I understand the language and intent of this section, 
it was to give full authority to both agencies to interchange ideas, 
because there will be the purpose in mind of trying to get the very 
lowest rate of interest for the Tennessee Valley Authority and for 
the Treasury Department. 

On the other hand, I would assume that if the Treasury Depart- 
ment were of the opinion that the issuance of bonds by the Tennessee 
Valley Authority may prejudice the issuance of some other bonds, 
that then the Tennessee Valley Authority will, as it always has in the 
past, exercise good judgment and undertake to defer their bond issues 
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to such time that it would be advantageous for the Treasury Depart- 
ment and the Tennessee Valley Authority. 

Isn’t that a logical assumption to make, Mr. McCarthy? _ 

Mr. McCarruy. Yes, I think it is, Mr. Jones. I would just like 
toadd this statement. In the first place, the issues of bonds that the 
Tennessee Valley Authority will be putting out will be very small 
in relation to Treasury issues. I cannot conceive of them having 
this substantial effect upon the operation of the fiscal affairs of the 
Government that Mr. Mack suggests. i 

In the second place, it is my understanding that the Treasury’s in- 
terest in timing is limited to a few days. ey would not want the 
Tennessee Valley Authority to issue bonds in such a way that the 
jssuance would conflict with a Treasury issue. They might ask the 
Tennessee Valley Authority to defer the issue for a few days, but this 
45-day period, I am sure, is as long as anyone could conceivably think 
of asking that an issue of bonds be deferred, in order to prevent a con- 
flict of that kind. 

Mr. Mack. I have been told from time to time that the Treasur 
Department has great interest in timing and in the interest rate. If 
that be so, if we get provisions into this bill which are not rs 
to the Treasury Pepairtitell, then the whole gem would be de- 
feated, because the ‘Treasury Department would undoubtedly recom- 
mend to the President that the bill be vetoed. 

Most members of this committee, and I know I am desirous of 
securing a reasonable bill which will meet the Treasury Department’s 
objections and result in the Tennessee Valley Authority getting suffi- 
cient money from some source to provide for the orderly demands of 
the region, and meeting its needs. 

Mr. McCarruy. Of course, the Treasury Department would have 
to speak for itself, but I am confident that this bill takes care of any 
a. "ig of the Treasury in the timing of the issuance of the 

onds. 

Mr. Mack. Perhaps I should have asked Mr. Wessenauer these 
questions. 

Mr. Avcutncioss. Will the gentleman yield? 

Mr. Mack. Certainly. 

Mr. AucHINcLoss. it would appear to me that if the Secretary of 
the Treasury does not give his approval to the offer of these bonds, 
it would be very difficult to sell them. For instance, if these bonds 
_ were to be issued, and the Secretary of the Treasury asked for a 
_ deferral for 45 days for certain reasons, and those reasons were not 
acceptable to the Co oration, I think the Corporation would have 
_ agreat deal of difficulty in marketing the bahia with the Treasury 

Department’s objections still standing. 

r. McCarruy. The Corporation would have to delay issuing 
them for 45 days. 

Mr. Avcuinctoss. But even at the end of 45 days if the objections 
were not met. 

Mr. McCarrny. Mr. Auchincloss, I think you have to keep in mind 
_ that these bonds are something entirely different from Treasury 

bonds, They will be sold in a different market and under different 
‘methods of marketing. These are revenue bonds solely. The Ten- 
, hessee Valley Authority will have to agree with the purchasers on 
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the terms and the conditions of the bonds, and then the interest rate 
will be fixed by competition in the market. 

Mr. Avucutinctoss. Will the bonds be offered to the general public? 

_Mr. McCarrny. They will be offered to the general public, yes, 
sir. 

Mr. Aucurncioss. Do you think that the general public would buy 
these bonds, if there were an outstanding objection on the part of 
the Treasury Department with regard to them ? 

Mr. McCarrny. Well, I am a lawyer, sir, and perhaps I am not 
qualified to answer that question, but I will say we have no fears 
about being able to sell these bonds. We have been assured that there 
will be a market for them. 

Mr. Avcutnctross. Off the record. 

(Discussion off the record.) 

Mr. Broomrietp. Will the gentleman yield ? 

Mr. Mack. I yield to Mr. Broomfield. 

Mr. Broomrieip. The proponents of the Tennessee Valley Au- 
thority have long implied that the Authority is preferable as a source 
of power to private electric companies, because they are subject to 
Wall Street control, while the Tennessee Valley Authority is con- 
trolled by the Government, and that is the people. 

But, if H.R. 3460 should be enacted, the Tennessee Valley Author- 
ity could make binding contracts with the bondholders or their trus- 
tees, fixing power rates, the use of power proceeds, restrictions on the 
future issuance of bonds, or the making of lease purchase contracts. 

Such provisions, if placed in contracts, could make the Tennessee 
Valley Authority subject to control by the holders of the revenue 
bonds, banker control, and Wall Street. This is on page 4, lines 8 
to 21, and I would like to ask you just a few questions regarding 
that particular section. 

Mr. Davis. Who are you quoting there? 

Mr. Broomrte.p. I am asking him a specific question. 

Mr. Davis. Oh, I thought you were quoting something. It sounded 
like it. 

Mr. Broomrretp. And I would like to direct your attention to H.R. 
8460, page 4, lines 8 to 21. Does not this language authorize Ten- 
nessee Valley Authority to make contracts with bond holders who 
could fix the charges which the power would be sold for? 

Mr. McCarrtuy. Yes, sir; bond covenants could include stipulations 
as to power rates. 

Mr. Broomrietp. Could not such contracts contain provisions lim- 
iting the Tennessee Valley Authority’s right to spend as it sees fit 
the net power proceeds? 

Mr. McCarruy. Limiting the Tennsesee Valley Authority’s right to 
spend the net power proceeds ? 

Mr. Broomrtevp. That is right. 

Mr. McCartny. I would say in response to that that the Tennessee 
Valley Authority Act fixes the policy governing power rates. The 
Tennessee Valley Authority is cbligated to charge rates which will 


insure the lowest cost to the ultimate consumer, and at the same time 
will cover the cost of production including a reasonable return. Any 
rates that the Tennessee Valley Authority fixed would have to be 
consistent with its statutory obligations, 
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The TVA Act also determines the manner in which the Tennessee 
Valley Authority may spend its revenues, and the Tennessee Valley 
Authority could not enter into any bond covenants which would be 
inconsistent with the provisions of its basic statute. 

Mr. Broomrieip. Why are these restrictive clauses put in then in 
this particular section ? ] 

Mr. McCarruy. The Tennessee Valley Authority will have to enter 
into covenants which may be necessary and appropriate to insure the 
safety and salability of the bonds. 

That is the purpose of this provision—to enable the Tennessee 
Valley Authority to make the agreements which will make the bonds 
salable. But in exercising that authority, the Tennessee Valley Au- 
thority will have to act, of course, within the basic authority given 
to it by the act. 

Mr. Broomrisrxp. I yield back to Mr. Mack. 

Mr. Mack. Mr. McCarthy, in this Nation we have two gigantic 
public power organizations that are owned by the Federal Govern- 
ment, There are more than that number of such organizations, but 
there are two enormous ones, namely, the Tennessee Valley Authority 
in the South and the Bonneville Power Administration in the Pacific 
Northwest. 

Each of these great power organizations owes to the Federal Gov- 
ernment approximately $114 billion of the taxpayers’ money that 
has been invested in those institutions. 

Under the TVA law, the Tennessee Valley Authority is required 
to pay back to the Federal Government in a period of 40 years all 
of the invested capital, but the Tennessee Valley Authority pays no 
interest on that capital at all to the Federal Government. 

In the Pacific Northwest we have $114 billion invested but the 
Bonneville Power Administration under existing law is required to 
pay back to the Federal Government that invested capital within a 
period of 50 years instead of 40, as in the Tennessee Valley Authority 
case. However, the Bonneville Power Administration is responsible 
and always has been to pay interest on the invested capital. 

The Bonneville Power Administration has paid back to the Fed- 
eral Government in its 19 years of its existence $189 million in interest 
or in return on the investment, as you people call it. 

The Tennessee Valley Authority paid back nothing in the 25 years 
of its existence in the way of interest or return on the investment. 

I have always felt that the Tennessee Valley Authority should be 
under pretty much the same regulations as the Bonneville Power 
Administration. 

Now, Mr. Wessenauer in his testimony here a year ago said that 
$150 million a year would be required to finance the need for ex- 
pansion. Today he testified that figure was $180 million. 

My question is this: If you have a depreciation item, or you did 
last year, of $44 million and you had a net earnings of the Tennessee 
Valley Authority in excess of $55 million—it was not quite as good 
as in 1957, when you had $55 million—it would provide to the Tennes- 
see Valley Authority $99 million which the Tennessee Valley Au- 
thority under this bill would reinvest in power facilities, less the $36 
million which it obligates itself to repay to the Federal Government 
in the way of interest. Therefore, you would have $99 million less 
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$36 million, or $63 million available as TVA’s contribution toward 
these power expansions that would be necessary for the Tennessee 
Valley Authority to sell its bonds for additional money. 

bag thing I am interested in, as I mentioned this morning, is 
this: 

Is it financially feasible without limiting the orderly development 
of the additional power required to meet the growth needs of the area 
for the Tennessee Valley Authority to pay $20 million and place it 
on a 60-year amortization of its debt, rather than pay only $10 mil- 
lion, which would take 120 years for the Tennessee Valley Authority 
to pay out its obligations to the Federal Government, by which time 
all of the existing plants would have long since become obsolescent 
or wornout 

Mr. McCarrnuy. Sir, there are a lot of parts to that question. If 
you will bear with me, I will try to address myself to each of them. 

On the question of whether TVA could stand $20 million rather 
than $10 million, that question was addressed to Mr. Wessenauer, 
and as I recall it, his answer was that he thought it would be a very 
unwise provision in the bill. Coming back to the more general dis- 
cussion, I want to repeat here, and I am not being technieal in this, 
sir, but the Tennessee Valley Authority does not technically owe the 
United States $1,200 million. The United States is not a creditor of 
the Tennessee Valley Authority. The United States owns the whole 
Tennessee Valley Authority power system. 

As Mr. Jones pointed out this morning, even the title to the plants 
is in the United States. The United States is the sole stockholder. 

So what we are talking about here is not a relationship between 
a debtor and a creditor. We are talking about the relationship be- 
tween the stockholder, the sole stockholder, and the corporation. 

The existing Government Corporation Appropriation Act for 1948 

rovides that the Tennessee Valley Authority shall pay into the 

reasury over 40 years an amount equal to the appropriation invest- 
ment in Tennessee Valley Authority power assets. It does not sa’ 
that that shall be interest. It does not say it shall be a return of capi- 
tal. It is simply a payment averaging 214 percent per year which 
is to be completed within 40 years, at the end of which time the United 
States continues to own the property. 

Mr. Jonzs. At that point, my I ask the counsel one question ? 

How much does the U.S. Government own in that property? 

Mr. McCarrtny. It owns 100 percent of it. 

Mr. Jones. It: owns $1,200 million if that still is the true amount 
after depreciation. Is that correct ? 

Mr. McCarrny. That is correct. 

Mr. Jones. So there will not be any loss sustained by the Govern- 
ment in the value of the property at any time during its existence. 

Mr. Mack. Mr. Jones, my point is that the consumers of electrical 
power in the Tennessee Valley area should pay a sufficient rate for 
their power to return to the Federal Government the amount of inter- 
est just as we do—— 

Mr. Jones. That should have been a question decided when the 
Tennessee Valley Authority Act was passed. It has been operating 
for 25 years and it has proven successful. It has established its 
capability not only to manage a large utility, but to earn for the in- 
vestors, that is, the taxpayers of this country. 
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We have property there that represents the investor. We have an 
earning power of approximately $100 million a year, and we are also 
providing a rate of return not only for the Federal Government, but 
an equitable and a fair electric rate. 

If you make the assumption that you have to have everything 
alike, Mr. Mack, then we ought to make a further appraisal of the 
$2 billion we now have invested in the Columbia River, and some of 
the amounts we have on the upper reaches. _ 

Mr. Mack. We are taking that into consideration, Mr. Jones. 

Mr. Jones. But you started out that way. So it seems to me what 
you are suggesting is changing the rules in the middle of the game. 

Mr. Davis. Will you yield to me again? 

Mr. Mack. I certainly will. 

Mr. Davis. Because we are moving in an atmosphere that is pe 

Mr. Mack suggested that the Tennessee Valley Authority had not 


-paid anything back in all these years, whereas in 19 years in the Co- 
Jumbia River area they have paid out large sums of money. My 


understanding was, you started off with $1,500 million and, of course, 


‘you paid off the $65 million bond issue and you are ahead on that. 


ou paid back at the rate of 214 percent on the 40-year basis and you 
are oy on that, and you paid fade about $180 million so far, have 
ou not 
j Mr. McCarthy, I do not have the exact figure. It is somewhat 
higher than that, I think. 
r. Davis. $184 million. 

I wanted to clear this up in my own mind. I thought the wa 
you indicated it the Tennessee Valley Authority did not pay ba 
anything, but I did remember that. ; 

r. Mice. The Tennessee Valley Authority paid $184 million, but 
we paid back something more than that. You paid a total of $250 
million back with the $65 million. 

Mr. McCarruy. That is correct. 

Mr. Jones. But you paid $324 million in the 25-year period. 

Mr. McCarruy. There has also been a substantial amount rein- 
vested in power assets. 

Mr. Mack. The fact that these laws require the Pacific Northwest 
to pay interest on their invested capital is no reason why the Tennes- 
ao Valley should not pay it back, just because they did not start out 

at way. 

Mr. Tiettemsiaeié Mr. Mack, the Tennessee Valley Authority power 
rates are sufficient to yield a return of 4 percent to the Government. 
Also they include full deprecition. When you are talking about pay- 
ing it back, I think again we get into the question of whether the 
Federal Government is the stockholder or the creditor. When the 
aay | is reinvested in the Tennessee Valley Authority system, it has 
gone back to the Federal Government just as truly as though it were 
in the 

Mr. Mack. That would be true of the Pacific Northwest also. On 
top of that we pay interest charges. 

r. Cramer. Will the gentleman yield ? 

Mr. Mack. Yes. 

_ Mr. Cramer. It has been suggested that the gentleman from Wash- 
ington implies we want to change the rules in the middle of the game. 
Are we not changing the rules in the middle of the game when it is 
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being proposed with respect to the Tennessee Valley Authority— 
which fas been repeatedly referred to as a Government-owned corpo- 
ration and we are now trying to take it out from under the Govern- 
ment Corporations Appropriations Contro) Act? We want to change 
the rules in the middle of the game there, you see, and take it clear. 
out from under the control of the Bureau of the Budget and the 
President and the Congress with regard to the approval and authori- 
zation. 

Mr. Jones. If you think there is any change in the Government 
Corporation Control Act you are mistaken. It only extends that 
rivilege it now enjoys in being exempt from that act, just as it has 

n since 1945. The proposition to which you refer is well known 
I thought, and the repayment schedule which is the sense of this bill 
is certainly generous in that regard. It is an improvement over the 
existing repayment pian that has been in operation since 1948. 

Mr. Mack. Now, I am not at all wedded to the $20 million payment 
on the principal. I am trying to expions how much the Tennessee 
Valley could return to the Treasury Department without impairin 
or taking care of the growth needs of the area. If they can pay back 
more than $10 million, I think the Tennessee Valley Authority cer- 
tainly should, because 120 years for a repayment period in my opinion 
is entirely too long. 

Mr: McCarruy. Mr. Mack, if you own stock in the Ohio Edison 
Co.—and let us suppose you owned all of the capital—— 

Mr. Mack. I donot own any public utilities. 

Mr. McCarrny. Let us suppose I own it then. 

Let us suppose that I own all the stock in it and I am getting a 
return on the money. Would it be reasonable for me to expect also 
to withdraw my principal? Does a stockholder expect to get a return 
and also a return of part of the price he pays for his stock ? 

Mr. Mack. He does get back his principal, only they call it dividends 
and not interest. 

Mr. McCartuy. The Federal Government is going to get a dividend 
on its investment in TVA. It is going to get a dividend equal to the 
average cost of money. 

Mr. Mack. That is interest. 

Mr. McCarrtuy. That is not interest, sir. I do not mean to quibble 
with you, but that is a dividend. The Federal Government is the 
sole owner and the sole stockholder in the Tennessee Valley Authority. 
It is getting back under this bill a return, a dividend, which is equal 
to what the money is costing it. When it starts collecting additional 
amounts, that is a return of principal, and no utility commission in 
= eee would permit a utility to earn a return plus a full return 
of capital. 

Mr. Macx. If I buy stock in a power company and I buy bonds in 
a power company, I get interest on the bonds, at the rate of $150 a 
month, or a year, or whatever it is. On the stock I get $150 worth of 
dividends a 0 are practically the same thing as interest, and I still 
retain the stock. 

Mr. McCarruy. That is right. You get the dividend and you do 
not expect to get as an additional payment, a return of the money 
you paid for the stock. 

r. Mack. You keep the stock and get the dividends. In the 
Pacific Northwest the Federal Government is loaning to the Bonneville 
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Power Administration purely its credit. It owns the credit and re- 
tains the property, which is an offset for any Income taxes some private 
operator might 

Mr. Jones. Do you know how much interest they are paying at 
the present time, Mr. Mack, at the Bonneville Power Administration ? 

r. Mack. They paid $28 million last year. 

Mr. Jones. The rate of interest they are paying to the Treasury, 

mean. 

: Mr. Mack. They are paying 214 percent on part and on the other 
part 3 percent. 

Mr. Jones. And on the 21% —— they are on an accrual system 
of bookkeeping and do not establish any depreciation. 

There are so many factors different from this that I do not see 
why the effort is continuously being made to compare unlike things. 
Isay to the gentleman from Washington that the establishment of the 
reclamation projects on the Columbia River were entirely different in 
their organization and the objectives sought than the Tennessee Valley 
Authority. Also it has been historically known there was a different 
fiscal management policy that was spelled out in both items. It is 
a reclamation project set up under a repayment schedule of 50 years. 

Mr. Macs. It isa reclamation project. ‘ ; 

Mr. Jones. Under this bill they would pay a higher interest rate 
than the Bonneville Power Administration. a? 

Mr. Cramer. I would like to follow in on this line of questioning. 

Repeatedly the Tennessee Valley Authority Manager himself said 
that this was a Government corporation. 

Mr. McCarrny. Yes, sir. 

Mr. Cramer. Yet the bill pts in one proviso for taking this 
Government corporation out from under the budgetary control of the 
Government and the budgetary recommendations of the President 
and the control of Congress. Does that not sound like it is just a 
slightly inconsistent position to take, to say constantly that we de- 
serve all of the benefits of being a Government corporation, but we 
do not want to be controlled as one? 

Mr. McCarrny. No, I would have to disagree with your inter- 
pretation of the bill. There has been a lot of misunderstanding about 
the Government Corporation Control Act. 

Under this bill the Tennessee Valley Authority will continue each 
year to include in its — presentation to the President its esti- 
mates of expenditures for the coming year. That is what we do today 
on our revenues. 

Mr. Cramer. But not related to the bond issue authority which we 
are giving You. 

r. McCarrny. It is what we will continue to do under this bill. 

Mr. Cramer. Including the bond issue authority ? 

Mr. McCartuy. Including bond issues. 

The Tennessee Valley Authority obtains money from two sources: 
It may get appropriations, in which case, of course, we go through 
the regular appropriation process. Congress appropriates the funds. 

_ We also have corporate funds, which up to this point have consisted 
mostly of revenues. 

Our budget presentation to the Bureau of the Budget includes our 
estimate of the expenditures to be made during the current and en- 
suing year out of corporate funds—out of revenue. Under this bill 
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we will continue to make the same kind of a presentation with refer. 
ence to bond proceeds, so that the control will be the same as it is 
today. 

Mr. Cramer. Is it not true with regard to these bond issue expendi- 
tures, you will not have to come to Congress for an authorization 
if you do that, but instead you will go ahead and make the authoriza- 
tion subject to the approval of Congress in 60 days? 

Mr. McCartuy. We do not have to come to Congress today to 
get authority to spend revenues. We have that authority under our 

asic act. 

Mr. Cramer. You have to come to Congress for appropriation 
money, and we are talking about bond issue money. It that not 
correct ? 

Mr. McCartuy. I am talking about revenues now. I say we do 
not have to come to Congress to get authority to spend revenues, 

Let me take a couple of minutes, if I may, to discuss the Govern- 
ment Corporation Control Act. May I? 

Mr. Cramer. The President recommended a bond issue program but 
specifically he said, and I do not think I am misinterpreting his 
recommendation, he wanted any such revenue issued to be subject to 
budgetary control. This bill apparently does not meet that require- 
ment. Is that not correct? 

Mr. McCartuy. No, sir, that is not. correct. This bill submits 
bond issues to the same type of budgetary controls as the revenues 
of the Tennessee Valley Authority, and the bond issues of other cor- 
porations. rT i 
_ If. you will bear with me for a minute, I think it would be helpful 
if I take just a couple of minutes to discuss the Government Corpora- 
tion Control Act. 

_ That act was enacted back n 1945. At the tme it was enacted there 

were some 40 different corporations. Some of them were incor- 
porated under State law without any express authority from Con- 
gress. Congress was seeking some way to bring their operations under 
congressional scrutiny. 

The Government 4 EES Control Act recognized the fact that 
corporations had been created to do special jobs that required greater 
flexibility than was available under the procedures applicable to Gov- 
ernment departments. It did not provide that the expenditures of 
Government corporations might be controlled by the appropriation 
process. It provided a special procedure for corporations. A cor- 
poration is obligated under section 101 of the Government Corpo 
tion Control Act to submit to the President its estimate of expendi- 
tures during the current and ensuing years. The President includes 
estimates in his budget which goes to the Congress. That budget is 
presented to the Appropriations Committee. But the Appropria- 
tions Committee does not have to include a provision in the bill au- 
thorizing the expenditure of corporate funds. Those funds can be 
spent in accordance with the basic authority of the corporation. 

The corporation may exceed those estimates if necessary, explain- 
ing year. There is a special provision as to the Tennessee Valley Au- 
thority that nothing in the control act shall affect the rights which 
the Tennessee Valley Authority has under section 26 of the TVA Act, 
which section authorizes it to use revenues. 
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In 1947 an attempt was made to amend the Government Corpora- 
tions Control Act, so as to put the expenditures of corporate funds 
under the appropriation process. That proposal was defeated and 
instead a provision was adopted which authorizes inclusion in the 
Appropriations Act of limitations applicable to administrative ex- 

nses. The act says in the administrative and operating expenses 
Dut the legislative history makes clear that the term “operating” was 
not intended to make the requirement any broader than the normal 
administrative expenses of the corporation. So any corporation can 
use its funds to carry out its statutory programs without getting ex- 
press authority, and an attempted limitation on that authority in an 
appropriation act is subject to a point of order, : 

might add that the limitation as to administrative and operating 
expenses is not applicable to the Tennessee Valley Authority, because 
section 26 of the act expressly authorizes the use of revenues for those 
purposes. 

Far from providing for getting out from under Budget control, 
this bill retains and preserves Budget control over bond proceeds, in 
the same way that Congress exercises that control over the programs 
of other corporations. : 

There are other provisions in this bill for congressional control. 
The Tennessee Valley Authority is required in its annual report filed 
in December of each year to advise Congress fully of the operation 
of this section. Its accounts are subject to audit by the General Ac- 
counting Office, which files a report each year with the Congress. In 
addition to that there is a $750 million ceiling which, as Mr. Wesse- 
nauer points out, will require that the Tennessee Valley Authority 
come back to Congress in a very short time for a review of its opera- 
tions under this section. . 

There is a further provision that no new project can be undertaken 
until the Tennessee Valley Authority notifies Congress and 90 days 
have elapsed during a single session. 

Mr. Cramer. If this were money for an appropriated project they 
would have to get congressional authorization for it. 

Mr. McCarrtuy. If it were an appropriation—— 

Mr. Cramer. As compared to the ond issue approach, in which 
they do not under this bill have to get such appropriation. 

Mr. McCarruy. That is correct. This does not subject bond issues 
to the same type of control as appropriations, and it seems to me 
perfectly proper that it should not. 

Mr. Cramer. Why should it not when the actions of the corpora- 
tion—when their actions are as a result of the obligation of the Gov- 
ernment being made a secondary obligation, whereas today it is a 
primary obligation in exchange an iving TVA that bond-issue dis- 
cretion and that power? Why should not the retention of control by 
Congress and through the budgetary procedure, and so on, be retained 
so far as the use of this bond issue authority is concerned? After all, 
dl taxpayer now becomes a secondary person with a secondary 

igation. 

r. McCarruy. I can’t agree with that interpretation, as I said, 
Mr. Cramer. 

Mr. Cramer. It is true it becomes a secondary obligation to the 

bond issue money, does it not ? 
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Mr. McCarruy. No, sir, it does not. The Federal Government is 
the owner of this property. It is just as though I owned a house and 
I borrowed some money on it. 

Mr. Cramer. The act specifically says the bond issue shall be a 

Mr. McCarruy. That is correct. The United States is the owner 
of the property. And when an owner borrows money he has to agree 
to pay it back. 

r. Cramer. The United States is the owner and is giving the Ten- 
nessee Valley Authority the authority to issue these bonds as a sub- 
stitute financing method in exchange for the direct appropriation 
method. In exchange for that, the Federal Government is in effect 
letting you go ahead and issue bond issues and make the Govern- 
ment’s obligation a secondary obligation. 

Do you not think that the corporation should remain under Govern- 
ment control ? 

Mr. McCarruy. The corporation does remain under Government 
control. If your question is, should it be subjected to the appropria- 
tion process, my answer is “No.” I could not agree it should. 

Mr. Cramer. All right. I do not want to prolong this, but I have 
two or three other examples of where it appears that by this method 
Congress and the Treasury Department, the Bureau of the Budget and 
~ resident, are losing control of how these bond issue funds are to 

spent. 

On page 7, line 2, it says: 

The corporation may sell such bonds by negotiation or on the basis of com- 
petitive bids, subject to the right, if reserved, to reject all bids— 
and so on. 

Is it not true this precludes the Secretary of the Treasury acting 
under the Corporation Control] Act from requiring competitive bids in 
bond quotations, as an example of how they are getting out from under 
the customary Government control ? 

Mr. McCarrny. These are revenue bonds which are to be paid for 
not by tax revenues, but from the power bills of the consumers in the 
Tennessee Valley area. They are not guaranteed by the Federal Gov- 
ernment. 

Mr. Cramer. That is a matter of conjecture, as far as I am con- 
cerned, because if the Tennessee Valley Authority did not pay it off, 
it being a Government corporation, obviously the Federal Government 
would have to do it. 

Mr. McCarruy. I do not know whether the Federal Government 
would want to or not. Certainly it would not have to. Certainly 
there would be no legal obligation. 

Mr. Batpwin. Will the gentleman yield? 

Mr. Cramer. Yes. 

Mr. Batpwin. Two minutes ago you said it is the same thing as the 
Federal Government because it was the power in being. Now you 
say it is not the Federal Government. The Federal Government has 
no obligation for these bonds. At least your testimony should be 
consistent. 

Mr. Cramer. The point I am making is that they want to be a 
Government corporation when it is to their advantage, and they do not 
want to be a Government corporation when it would not be to their 
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advantage to be under Government control. That is the point I am 
making. 

Mr. an Mr. Chairman, I have the floor. 

Mr. Cramer. Yes. I asked the question with regard to the com- 
petitive bids and you were answering that question that ordinarily 
the Secretary of the Treasury has power control. 

Mr. McCarruy. Under the Government Corporation Control Act 
the Secretary of the Treasury has control over the bonds of Gov- 
ernment corporations that are issued to or guaranteed by the United 
States. There are a number of corporations which issue nonguar- 
anteed bonds to the public and as to these there is a provision which 
is somewhat similar to that in the present bill. Section at tb of 
the Control Act says the provisions in subsections (a) and (b) of 
that section—and those are the ones relating to Treasury controls— 
shall not be applicable to Federal intermediate credit banks, produc- 
tion credit corporations, the central banks for cooperatives, the re- 
gional banks for cooperatives, or the Federal land banks, except that 
each such corporation shall be required to consult with the Secretary 
of the Treasury prior to taking 0 4 action of the kind covered by 
the provisions of subsections (a) an (b) of this section; and, in the 
event an agreement is not reached, the Secretary of the Treasury 
may make a report in writing to the ek fig omer to the President, and 
to the Congress, stating the grounds for his disagreement. 

That is considerably less control than the Secretary of the Treasu 
will have over the Tennessee Valley Authority bonds under this bill. 

Mr. Cramer. Still, the bill specifically provides for noncompetitive 
issue of bonds. 

Mr. McCarruy. It provides the Tennessee Valley Authority may 
sell the bonds on competitive bids. 

Mr. Cramer. On that same page 7, line 12, there is also another 
section, which reads: 

* * * notwithstanding the provisions of sections 302 and 308 of the Act of 
December 6, 1945, as amended, or any other law, but subject to any covenants 
contained in any bond contract, invest the proceeds of any bonds and other 
funds under its control which derive from or pertain to its power program in 
any securities approved for investment of national bank funds and deposit said 
proceeds and other funds— 

and so forth. 

Is it not true the effect of that provision is that in these exceptions 
the Secretary, by these exceptions, is deprived of supervision over 
investment in the Tennessee Valley Authority’s funds and selection 
of arena again, in accordance with the Government Corpora- 
tion Control Act 

Mr. McCarruy. That is section 302 of the Government Corporation 
Control Act. Again you have a number of exceptions in the act for 
named corporations. 

Mr. Cramer. Yes, but we do not have the Tennessee Valley Au- 
thority excepted from it. 

Mr. McCarry. No, because the Tennessee Valley Authority was 
not issuing bonds at the time the Government Corporation Control 
Act was enacted. 

Mr. Cramer. Nor does the Government Corporation Control Act 


—* all other corporations of a Government nature that issue 
nds. 


70 TENNESSEE VALLEY AUTHORITY 


Bee McCarruy. It excludes the ones that issue nonguaranteed 
nds. 

Mr. Cramer. Let us get to page 8, lines 3 to 6. It says there: 

The annual report of the Board filed pursuant to section 9 of this Act shall 
contain a detailed statement of the operation of the provisions of this sec- 
tion during the year. 

This gives Congress, as I read it, an after-the-fact report on the 
agency’s operations. This is a little different from the President’s 
prior authorization, and the funds required on the matter we pre- 
viously discussed. i point it out as another deviation from what would 
be required if this were in fact an appropriation rather than a bond 
issue approach. 

Mr. McCarruy. The annual report is just an additional way of 
advising Congress of what the Tennessee Valley Authority is doing, 

Mr. Cramer. On page 11, lines 21 and 22, it describes where the 
TVA is being given authority to perform engineering and construc- 
tion work and other services. To what extent does dT setae Val- 
ley Authority do that now under its present authority? Does it have 
a present power at this time? 

Mr. McCartuy. The Tennessee Valley Authority does not engage 
in any activities of this kind. This particular section is simply to 
make it possible for the Tennessee Valley Authority to enter into a 
lease-purchase arrangement. It already has the authority under its 

resent act to enter into a lease-purchase arrangement or a contract 

or the output of a plant. This provision is simply designed to give 
the Tennessee Valley Authority authority to do the engineering work, 
if, for instance, it entered into a lease-purchase agreement, so that 
we could be sure that the plant would fit properly into the Tennessee 
Valley Authority system. 

Mr. Cramer. Then that is an expansion of your present power ? 

Mr. McCarruy. The TVA Act does not specifically authorize TVA 
to do engineering work under such circumstances. . 

P Mr, Cramer. In direct competition with private enterprise in that 
eld. 

Let me ask you one other question. I have been interested in that, 
and I may be directing my questions to the wrong person, but many 
of these questions being asked are questions of policy. Obviously you, 
as attorney for the Board or the Manager of the Tennessee Valley 
poo could not be expected to state the policy of the Board as 

see it. 

I would like to ask you why the policymakers are not here. Why 
are not the Tennessee Valley Authority Board members present to be 
asked these questions on the policy ? 

Mr. McCartuy. They were here this morning. 

Mr. Cramer. They are not testifying. Do they expect to testify 
later ? 

Mr. Davis. I have a letter here from them, if you want it read. 

- Mr. Cramer. I think these questions that have been asked involve the 
basic policy, and of course they are the only ones who have the author- 
ity to make those basic policy decisions, and some of these questions 
should be directed toward them. 

Mr. Davis. One member who signed it has resigned, but all three 


of them wrote they were in favor of S. 1869. If you want me to read 


it, I-will read it. 
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Mr, Cramer. Mr. Chairman, with all due respect, I do think it is a 
r substitute for being able to talk to them about it, but I would 
‘certainly be interested in what they have to say. 
Mr. Davis. It reads: 
TENNESSEE VALLEY AUTHORITY, 
BOARD OF DIRECTORS, 
July 29, 1958. 

Hon. CLIFFORD Davis, 
House of Representatives, 

Washington, D.C. 
In response to your inquiry we welcome the opportunity to express our dee 
concern that the legislation now before your committee to authorize TVA to 
issue revenue bonds be favorably reported and approved by the House at this 
session of the Congress. Enactment of self-financing legislation is urgently 
required to enable TVA to meet the growing defense and domestic demands for 
power in the area. We believe Senate bill 1869 as approved by the Senate 
last year provides a workable basis on which to undertake this new means of 
financing. Managerial flexibility commensurate with responsibilities delegated 
to the Board by law should be retained in bill in order to permit effective and 
efficient operations, and to insure minimum costs, including those of procure- 
ment, design, construction, and interest. TVA’s plans, programs, and experi- 
ence under the new legislation will be fully reported to the President and the 
Congress each year under existing law, as well as under special provisions for 
consultation and reporting incorporated in that bill. In addition the ceiling 
of $750 million included in the bill means that the Congress will have an early 
opportunity for full review of our initial experience. If the legislation is 

enacted we pledge our best efforts to administer it effectively. 
HERBERT D. VOGEL, Chairman. 
A. R. Jones, Director. te 
FRANK J. WELCH, Director. 


Mr. Jones. Mr. Chairman, this morning a question was propounded 
to Mr. Wessenauer as to whether or not he was expressing a policy 
that had been accepted by the Board of Directors, and he said he was. 
At that moment the Board of Directors was sitting in the room, and 
certainly if they had objections, they would have voiced them. 

I submit, Mr. Chairman, this is a bill in which we are trying to 
establish facts to ascertain or set congressional policy, and not the 
policy of the Board of Directors of the Tennessee Valley. Authority. 

In getting at these facts, we can establish at the request of the Presi- 
dent some sound, prudent, and wise operation of financing the opera- 
tions of the Tennessee Valley Authority in order that it could. obtain 
sufficient funds to earry out the assignment given it by the law.: 

They are agents of the Congress of the United States, and therefore 
this information, as submitted, will be healthful and wholesome, with- 
out going into the question of who is going to testify as to what.) 

Therefore, it seems to me Mr. Wessenauer, the manager of the 
electric operation, with the Electric Division of the Tennessee Valley 
Authority, supplied all of the technical and. pertinent information 
that might be needed in that regard. : 

Mr. Cramer. I have the greatest respect for the gentleman from 
Alabama, but I would like to suggest that it appears to me that about 
half of the questions asked really involve policy. = 
- As a matter of fact, Mr. Wessenauer suggested himself a lot of the 
questions he was asked involved policy. It seems to me it. would 


be better to direct some of these questions to the policymakers them- 
selves, rather than those in an administrative position. That is the 

I was making. 
think the rg enema should be the one to discuss them. Who 
ange their minds, and might convince them that 


knows, we might c 
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our point of view is correct, and maybe they did not understand the 
full thrust of some of these provisions. 

That is the point I am making. They should testify for TVA. 

Let me finish this one thought. I do appreciate the good that the 
Tennessee Valley Authority has done. I recognize it is here, and it 
will in all probability stay for many years. I am not opposed to TVA 
as such, but it does seem to me, even as the President suggested, that 
the bond-issuing authority is perhaps needed, or some type of addi- 
tional authority is needed, but I am concerned that the Tennessee 
Valley Authority, acknowledging itself to be a Government corpora- 
tion, and repeatedly so expressing itself, wants to eat its cake and 
have it, too. It wants to be a Government corporation for the purpose 
of tax benefits, for the purpose of lower rates and Federal funds, and 
for the purpose of many other beneficial things, and yet, when it comes 
to Government control, which has always been exerted over the corpo- 
ration. That simply because they are now wanting to use a new 
method of financing, or proposing a bond issue rather than direct 
appropriations, they do not want to submit themselves to the appro- 
priation controls, when it is nothing but a substitute for appropria- 
tions, and when the consideration for the Tennessee Valley Authority 
is asking that the Government and the taxpayers’ obligation become 
a secondary obligation, and this new financing authority be the 
primary one. 

That is what I am concerned about, and it seems to be the same 
thing the President is concerned about in his approach to this problem. 

Mr. McCarruy. Mr. Cramer, there is no Government corporation 
that goes through the appropriation process to get the authority to 
issue bonds or to use bond proceeds. 

Mr. Cramer. But it does, to get money. 

Mr. McCartuy. No; it does not. 

Mr. Cramer. And this is a substitute for getting money from 


r. McCartuy. A corporation which is financed by bonds does not 
go through the appropriation process. 

Mr. Cramer. You now want a substitute for the direct appropria- 
tion, and it seems to me you should be willing to accept the same 
governmental control in the future as in the past. 

That is all I have. 

Mr. Davis. It looks to me like you have the dog running the cat 
around and around. 

Mr. Mack. I want to ask a question, and I will yield the floor. 

Mr. McCarthy, $1.25 billion which the Federal Government invested 
in the Tennessee Valley Authority for a long period of years, as much 
as 25 years, is represented by bonds, and has become part of the na- 
tional debt of the United States. This money is paid in, either $10 
million or $20 million on invested capital, which is returned to the 
Federal Government. 

Do you, as an attorney and parliamentarian, think it would be 
inconsistent or not germane to this bill to provide that the money 
paid in on the invested capital should be earmarked for payments on 
the national debt, and not to be used for general expenses? 

At first glance, that may appear to be just six out of one and a half 
dozen of the other; but if this $10 million or $20 million payment 
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is paid into the Treasury and goes into the general funds of the 
United States, then some Communities can come up with a proposition 
to spend money overseas or somewhere else on projects which may not 
be too worthy on the claim that it will not unbalance the budget. 

If this money is paid on the national debt, then there will not be 
that opportunity to say the spending of this money would not unbal- 
ance the budget. 

Would that be inconsistent or not germane to this particular bill ? 

Mr. McCarruy. Sir, I appreciate the compliment, but I am not a 
parliamentarian, and I think you will have to address that question 
elsewhere. I was interested, though, in what you said about this 
investment being represented in the national debt. The effect of this 
legislation is really to relieve the taxpayer of any burden of that par- 
ticular part of the national debt. 

The national debt is $280 billion or thereabouts. Let us assume that 
$1.2 billion is represented by the investment in TVA. The burden of 
the national debt is the burden of paying interest on it. I do not sup- 

there are any immediate plans to pay it off. 

If under this bill the power consumers of the Tennessee Valley pay 
enough in their rates so that the Tennessee Valley Authority can re- 
turn to the Treasury an amount equal to the interest cost on that 
money, then the taxpayers no longer have the burden of that par- 
ticular part of the national debt. 

Insofar as expansion is concerned, that is going to be paid for 
solely by the consumers. 

Mr. Davis. I would like to remind members of the committee that 
we are going to make the return on the investment. The whole coun- 
try owns it, but it is going to be paid by those of us who buy electricity 
down there. We are paying for it. The national debt is $288 billion, 
and this is an offer to return the equivalent interest, or whatever you 
want to call it, on top of the $750 million. 

Jim Wright, our colleague here, has a bill to reduce the national 
at by $1 billion a year. It will take 288 years, but we will pay it 
off. 
All right. 

Mr. Batpwin. Mr. Chairman. 

Mr. Davis. Mr. Baldwin. 

Mr. Batpwin. Mr. McCarthy, as a lawyer I take it you will a 
that the whole basis for this bill must be recognition of the fact that 
the Tennessee Valley Authority is a separate legal entity. 

Mr. McCarrnuy. The Tennessee Valley Authority is a separate en- 
om the United States; yes, sir. 

r. Batpwin. If it were not a separate legal entity, we could not 
even consider a bill to issue bonds. 

Mr. McCarruy. If it were not an agency of the United States, the 
presumably, could not. 

r. Baupwin. If it were not a separate legal entitl, it could not 
possibly have the provision on page 5, line 13, which says: 

Bonds issued by the corporation hereunder shall not be obligations of, nor shall 


— of the principal thereof or interest thereon be guaranteed by, the Uinted 
s. 


Mr. McCarrny. The bonds certainly will be secured under the bill 
only by TVA’s revenues. 
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- Mr. Batpwrn. On the basis of those factors, it seems to me that 
these comments that have been made earlier that the Tennessee Valley 
Authority is not a separate entity, but the United States is the same 
entity, exactly, and therefore any obligation owed to the United States 
is just a theoretical obligation and does not exist—it seems to me all 
of these arguments have to fall, because, to make this bill possible, 
we have to recognize the fact that the Tennessee Valley Authority 
is a separate legal entity and has the legal responsibilities of a 
separate entity. 
_Mr. McCarruy. Sir, I did not say it was not a separate entity. 
What I said was that the relationship between the Tennessee Valley 
Authority and the United States is that of a corporation and share- 
holder, and not that of debtor and creditor. 

Mr. Batpwin. Going back to this matter of the $1.2 billion obliga- 
tion to the United States, if you did not recognize the fact that it 
was a separate entity, why has the Tennessee Valley Authority been 
paying something back to the United States each year on their total 
obligation ? 

Mr. McCarruy. The Tennessee Valley Authority is making pay- 
ments as provided under the Government Corporation Appropriation 
Act of 1948, because Congress instructed us to. 

Mr. Batpwiy. That in effect recognizes the fact that there is a 
separate legal entity here, and under the law it is making those pay- 
ments to the United States on that basis. Is that right? 

Mr. McCarruy. It is a separate legal entity, but whether those 
payments are dividends, or something else, seems to me a different 

uestion. 
7 Mr. Batpwin, All I am trying to find out, all I am driving at is 
that there was some testimony earlier, sir, if I understood it, which 
was to the effect that. the Tennessee Valley Authority was any differ- 
ent than the United States is just a sham. It really is not. 

But this bill would not be possible unless we recognize the fact that 
the Tennessee Valley Authority was a separate legal entity. 

Mr. McCarrtuy. If you are talking about my testimony, I never 
intended to make any statement that TVA is not a legal entity, and 
if I was understood as having said that, I certainly want to correct 
it. AJl I was saying was that the relationship between the Tennessee 
Valley Authority and the United States is that of corporation and 
shareholder, rather than that of debtor and creditor. That is the 
only point I was making. | 

Mr. Batpwiy. If the Tennessee Valley Authority enters into an 
agreement to pay back the United States a certain amount per year, 
why would not that agreement be an agreement between a creditor 
| a debtor ? 

Mr. McCarrny. Because the United States is not a creditor. The 
United States is the sole shareholder, and that payment is in the 
nature of a dividend on its investment. 

Mr. Batpwrn. You mean even if you signed a legal contract, with 
the United States to pay back so much per year ? 

Mr. McCarruy. If hms a contract with the United States to pay 
so much a year, what the payment would be would depend on the 
terms of the contract. 
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Mr. Batpwin. It seems to me we still have a basic problem that the 
U.S. taxpayers have had up to this time a first mortgage, and this 
is changing that obligation to a second mortgage. 

Mr. Brown. Will the gentleman yield? 

Mr. Batpwin. I am just asking a question, 

Mr. McCarrny. Well, sir, I have made my position as clear as I 
know how: that the relationship is that of corporation and share- 
holder, and not that of debtor and creditor or mortgagor and 
mortgagee. 

Mr. Brown. Will the gentleman yield at that point ? 

_ Mr. Batpwry. Do I understand you to say, then, that this $1.2 
ee is not an obligation at all of the Tennessee Valley Authority, 
en | 

Because of the theory you expressed that there is a shareholder 
relationship, and there is, really, no obligation by the Tennessee Val- 
ley Authority to the United States? 

Mr. McCarrtny. I did not say there was no obligation to the United 
States. Certainly, any corporation owes the highest duty to its share- 
holders, and the Board of Directors of the Tennessee Valley Au- 
thority is charged by Congress with a very high duty to guard the 
investment of the Federal Government. 

What we are trying to do now is to get the authority which is 
necessary to issue revenue bonds, so that that investment can be safe- 

arded, and so that the program set out in the Tennessee Valley 
Authority Act can be carried out efficiently. . 

TI would like to say just a word about this question of control again; 
to say that Congress is losing control over the Tennessee Valley Au- 
thority seems to me to be a very odd statement. Congress could not 
lose control over the Tennessee Valley Authority if it wanted to. The 
TVA is a creature of Congress. Congress can repeal the TVA Act 
tomorrow. It can amend the act, or do anything it wants to with it. 
_ As indicative of the tightness of control, there is even a provision 
in the Tennessee Valley Authority Act. which permits the Congress. 
to remove the Directors by concurrent. resolution. | 

The question is not—and I am perhaps getting into a philosophical 
discussion here rather than a ent ink ut the question is not whether 
the Congress is going to lose control over the Tennessee Valley Au- 
thority ; the question is how that control is going to be exercised— 
what control } rece are appropriate to the relationship that we have 
here to the tasks which Congress has entrusted to the Tennessee Val- 
Authority 

hen Congress passed the Tennessee Valley Authority Act it set 
up a corporation and gave it a certain degree of flexibility, because 
it recognized that the program that it. wanted the TVA Board to 
carry out could not be carried out by one of the old-line Government. 
departments. That flexibility was necessary. 

Tt gave the Tennessee Valley Authority Board responsibilities, and 
it gave it the tools that it needed to carry out those responsibilities. 

Congress said to the Tennessee Valley Authority Board, We are 
going to keep an eye on you. Weare going to keep you accountable, 

ut We are going to give you a reasonable degree of flexibility and 
hold you accountable for the results. 
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The Tennessee Valley Authority is the sole source of power supply 
for an area of about 80,000 square miles. The utility business is a 
natural monopoly, as Wendell Willkie himself testified back in 1939 
on the bill to authorize the Tennessee Valley Authority to issue bonds 
to buy the Tennessee Electric Power Co. properties. 

The Tennessee Valley Authority has an obligation to produce the 
power that is necessary to serve the needs of its customers. Congress 
has told it todo that. The question now is, what controls do you need? 

Well, the market itself is the basic control. There is no reason for 
the Tennessee Valley Authority to build any plants beyond those 
needed, but when there is a question of how many Sawaal of capacity 
should be installed, or where a plant should be located, that should 
not be a political question. That is an engineering and economic 

uestion. And the Tennessee Valley Authority Board has to make 
that decision on the basis of the studies made by its staff. 

If you say to the Tennessee Valley Authority Board, Finance ca- 

acity you need by issuing revenue bonds, but you have to come to 
Senntam and get what amounts to an appropriation authorizing you 
to put in so many kilowatts before you can issue any bonds, you are 
taking that control over engineering and administration out of the 
TVA Board, and you are putting it in Congress. If that is where 
Congress wants it, that is one thing ; but if Congress is going to exer- 
cise that type of control, then TVA cannot operate a power system. 

I will say the same thing that Mr. Wessenauer has said. If you 
are not going to give the TVA Board the tools to do the job, then 
in the name of Heaven take TVA and sell it to the power companies. 
Don’t try to make the Board members do the job with one arm tied 
behind backs. 

Mr. Davis. Are there any other questions on this side? 

Chairman Bucxstey. Mr. Chairman, is there any difference between 
the Tennessee Valley Authority and the New York and New Jersey 
Port Authorities? 

Mr. McCartny. I am not familiar with all of the details of the 
operation of the New York and New Jersey Port Authorities, Mr. 

uckley, but basically they are very similar, I would say. 

Chairman Bucxiey. The are revenue producers. 

Mr. McCarruy. That is correct. 

Chairman Buckiry. They issue their own bonds. The State of 
New Jersey or the State of New York do not guarantee the bonds. 

Mr. McCarruy. That is correct. r 

Chairman Buckiry. And they are not paying any revenues to the 
Federal Government, or any taxes. They happen to have a little bit 
more than the TVA. I think they have about $3 billion now invested 
in the New York Port Authority. They have Idlewild Airport and 
LaGuardia Airport and George Washington Bridge and the Lincoln 
Tunnel and the Perth pound Bridge, and all of those tunnels under 
the Hudson River, and the Teeterboro Airport, besides bus terminals. 

I would say three of them are under the control of the New York 
Port Authority, and still there is not a dollar of revenue or taxes going 
to the Federal Government from that, or to the State government or 
to the city government of New York. They are increasing and devel- 
oping the authority all the time, and that is what you intend to do from 
the revenue you get to pay off the bonds; and you will do it from 
the revenue you get out of this power. 
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Mr. McCarruy. That is correct. The revenue will be used for that 

ose. 

Chairman That is all. 

Mr. Davis. Do you have any other questions? 

Mr. Brown. Yes, sir. 

Mr. Davis. Mr. Brown. 

Mr. Brown. What you are saying, Mr. McCarthy, is that the U.S. 
Government took the people’s money and invested $1.2 billion in the 
Tennessee Valley Authority corporation and that the value of that 
original investment today shows on the books at $1,664 million. Is 
that correct ? 

Mr. McCarruy. That is correct. 

Mr. Brown. In other words, if the par value of the stock had been 
$120 it is now up to $166, which is another way of stating it. The 
earnings of the corporation last year were $55 million or 4.58 percent 
on that stock investment. You paid the U.S. Government a dividend 
of 3.34 percent, or $40 million last year. 

Under the new proposal you would plan to pay the U.S. Government 
a dividend, still speaking in terms of the same analogy, in the equiva- 
lent of 3.75 percent, which is the average borrowing rate, or whatever 
the average borrowing rate is, plus $10 million. 

Stated another way, it would be 4.5 percent dividend, if some people 
like it better. You could say that the Government would be making 
three-quarters of 1 percent on the money over and above the borrowing 
rate. Is that correct? 

Mr. McCarruy. That is correct, sir. 

Mr. Brown. What I want to know from you is, if there is an 
accumulation in the depreciation account each year. 

Mr. McCarruy. Yes, sir. 

a Brown. Last year the depreciation ran $44 million. Is that 
true 

Mr. McCarruy. Iam not sure of the exact figure. 

Mr. Brown. How much surplus is there in the depreciation account 
now, or do you keep books in that way ? 

Mr. McCarrny. I think you wuld have to address that question to 
Mr. Wessenauer. 

Mr. WessenaveEr. Perhaps I can answer that. 

Mr. Davis. Yes. 

Mr. Wessenaver. The depreciation money was reinvested in plant, 
and we do not keep a depreciation reserve. 

Mr. Davis. You keep the plant whole. 

Mr. Brown. In the future, even with your es authority, do 
pe plan to reinvest the depreciation accrual into new facilities? 

r. WEssENAUER. We certainly would want to do that, rather than 
borrow money, Mr. Brown. 

Mr. Brown. So, in other words, when you say you are going to need 
about $180 million a year, part of that is going to come out of the 
depreciation account, and part of that out of any earnings in excess 
of the dividends paid to the Government plus the borrowing authority. 
Is that correct ? 
~ Mr. Wessenaver. That is correct. 

Mr. Brown. Thank you, Mr. Chairman. 

Mr. Davis. A great many people from the valley wanted to testify, 
but we had a spirit of cooperation and I hope we have it tomorrow, 
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because we have 10 or 12 presidents of power companies who are here 
to testify. They are all smart people, but I suggest that one good, 
smart one can develop the issues, and I do not see any reason why 
we should go on and spend the taxpayers’ money building up a 
record this high. 

Mr. Finley, will you come around, please ? 

Mr. Finley is representing the Tennessee Valley Power Associa- 
tion. He really represents the distributors of power, which ulti- 
mately means the consumers, and he is going to speak for 153 different 


people. 
Mr. Finley. 
STATEMENT OF S. R. FINLEY, GENERAL SUPERINTENDENT, ELEC- 


TRIC POWER BOARD OF CHATTANOOGA, REPRESENTING THE 
TENNESSEE VALLEY COMMITTEE FOR THE TVA BOND BILL 


| Mr. Frytey. Mr. Chairman and committee members, I will identify 
myself as S. R. Finley.. I am general superintendent of the Electric 
Power Board of Chattanooga, Tenn. 

My appearance before you is on behalf of my own board, one of 
the Tennessee Valley Authority’s customers, and our Tennessee Val- 
ley Committee for the TVA Bond Bill. This committee, of which 
I am the chairman, represents the Tennessee Valley Public Power As- 
sociation—and we are very much interested in this bill—the Tennessee 
Rural Electric Cooperative Association, the Citizens for TVA, the 
Tennessee State Labor Council, the Tennessee Municipal League, and 
the Tennessee Valley Associated Chambers of Commerce. e sole 
purpose of our committee representing these groups is to support and 
urge for passage the TVA bond bill (H.R. 3460), now before your 
committee. 

So far as we know, in the interest of conserving the valuable time 
of this committee, there will be no other oral presentations for the 
bill from the Tennessee Valley, although a number of statements sup- 
porting the bill will be filed for the record. I am certain we couli, 
if we were so minded, have dozens of witnesses from the Tennessee 
Valley, and elsewhere. However, such a proceeding would—should 
your committee permit it—only result in much repetition of views, 
perhaps some not too relevant statements, and be an imposition upon 
your graciousness in allowing us to be heard, 

Thus, any seeming lack of witnesses from the Tennessee Valley 
does not, I assure you, represent a lack of interest in the bill. To the 
6 million people in the Tennessee Valley, it is the most important bill 
now before the Congress. 

We are aware that this bill has been. before this committee before, 
as well as other bills of a similar content and purpose. In 1957 and 
1958, extensive hearings were held by this committee upon them. 
Certainly, many members of the committee are fully informed con- 
cerning the bill. H.R. 3460 is an important bill. We commend the 
committee upon having this hearing. If for no other reason, it allows 
an opportunity for the new members of this committee to become in- 
formed about the bill, its purposes and the Government-owned proj- 
ect, TVA, to which it relates. In the months since the July 1958 
hearings, we folks in the Tennessee Valley have had a period to 
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reflect and meditate concerning the TVA bond bill. I assure you this 
riod of meditation has been constructive. However, following it, 
must state, we continue to believe H.R. 3460 is a fair and good bill 
and should be reported favorably to the House for action. 

H.R. 3460 represents a reasonable compromise of many views upon 
this matter of future financing of TVA’s needed additional electricity 
facilities. It covers other matters, not directly related to the matter 
of finances. In effect, it alters some of the basic philosophy about 
TVA as encompassed in the original act of 1933 and later amendments, 
Some of us in the Tennessee Valley have been concerned over this, 
but also have long foreseen a need for a new way of financing these 
normal growth additional electricity facilities. | 

We have observed the changing political climate concerning TVA, 
the difficulty of the appropriation method for new funds. This has 
been brought about largely by the continuing relentless attacks upon 
TVA. These continuing attacks have largely been because of TVA’s 
success as an instrument of Government—doing for many, and the 
Nation, what could not otherwise best be done. 

I believe it was in 1954 that views now crystallized in this bill 
began to be considered. That was when we began to advocate revenue 
bond financing for normal growth needs. 

At that time it was realized the national defense needs for electricit 
inthe Tennessee Valley had begun to level out after their steep clim 
in preceding years. t me say, however, the Congress has never 
been reluctant—though there has been opposition—to appropriate 
vay for such defense electricity needs. This bill retains that 
rivilege. | 

‘ Should the Congress desire to appropriate funds, as they should, 
and have, for extraordinary national defense electricity needs in the 
Tennessee Valley, it can be done. Our Government, for its wholly 
owned and operated defense facilities in the valley, now takes 52 
percent of the electricity sold by TVA, as you may know. This condi- 
tion will undoubtedly continue. In light of the present international 
situation, this condition might very welll quickly change. 

I stated earlier this bill is, to the millions of people in the Tennessee 
Valley area, the most important one before the Congress. This is 
assuredly true. Our economic future may be affected by what is done 
with this bill. 

Following 1933, when TVA was established, our people had the 
opportunity to own and administer their electricity systems, with 

A as a source of supply. The great benefits of this opportunity 
were apparent and we bought, sometimes at high prices, built and 
developed our own electricity facilities. "We went into partnership 
with our Government—it to make available our power needs, we to 
distribute a1.d service these needs. 
~Today—25 years later—there are 152 or153 municipally and 
cooperatively owned distributing systems serving 1,509,000 customers. 
Last year they required 19,900 million kilowatt-hours of electricity. 
As of June 30, 1958, these 152 or 158 municipally owned and REA. 
financed cooperative systems had total assets of $735 million—included 
In this figure is $82,434,000 of powerplant value now under construc- 
tion at Memphis by the city of Memphis. Thus the people of the 
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Tennessee Valley service area have a real interest in our partner, 
TVA, and the future conditions surrounding it, and its finances. 

Our 19,900 million kilowatt-hour requirements of electricity in 
fiscal 1958, although large in volume, were, however, only 32 percent 
of TVA sales. I have stated 52 percent of TVA’s sales went to the 
U.S. Government. The larger portion of the remaining TVA sales, 
13 percent, went to a number of large TVA directly served industries, 
These are mostly electrochemical industrial users, who, either because 
of their size or location, or special service characteristics, can best 
be served directly by TVA. I believe there are less than 25 of them. 

I have cited our local $735 million of assets in power systems— 
we, the distributors—to show that the present $1,194 million of ap- 
propriation funds now invested in TVA power facilities have a rela- 
tion of interest. TVA’s appropriation investment in electricity fa- 
cilities is not incomparable as to size with our investment. Also, I 
have cited these assets to show why we have such an interest in what 
happens to TVA. What happens to TVA financially, and otherwise, 
will affect us. We made our investments upon an assumption and 
belief there would be no drastic or basic changes in the structural 
character of TVA. None are needed. TVA has been successful 
under the present congressional and executive department-adminis- 
tered controls. This bill continues them, and provides added reason- 
able and workable Congress and executive department controls over 
the proposed revenue bond financing which the bill makes possible. 

Instead of permitting TVA, as has been charged—I believe by Mr. 
Andrews, as be was quoted last year in the congressional hearings— 
be cut loose from congressional control to range the American scene ultimately 
devouring the private power industry— 
the bill strengthens the already adequate controls Congress has over 
TVA. TVA will continue to present its budget to the President 
each year; it will contain advance estimates of the bonds to be issued. 
TVA will continue to make its most complete and comprehensive 
annual report to the President and Congress. TVA’s accounts will 
continue to be audited by the GAO, who independently reports to 
Congress on its audit. 

In addition, TVA will have a commercial-type audit made—a neces- 
sity for best private financing. TVA will consult with the Treasury 
on bond issues, which the Treasury may delay for as long as 90 days. 
TVA will submit to Congress any proposed construction of a new 
power-producing project to be constructed by the sale of its bonds, 
which Congress may, within 90 days, disapprove of by a concurrent 
resolution. 

The TVA, a creature of the Congress, will continue to be a creature 
of the Congress, responsible to it and adequately controlled by it. 

As a final comment upon TVA’s financial undertakings, let me say 
we, 114 million users of their power, keep them constantly under 
surveillance, and we would be the first to be aroused should unwise 
or unsound policies be proposed by the use of this bond authoriza- 
tion. I hasten to say, however, we in the valley regard TVA as an 
efficient and well-run organization, which has over the years done an 
outstanding job. 

In spite of TVA’s presently required cash payments to the U.S. 
Treasury being increased under the provisions of this bill, we are 
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advocating that this should happen. Under present laws, TVA must 
make cash payments to the Treasury which, within 40 years, will equal 
funds appropriated for power facilities. Under this bill, in addition 
to an annual cash payment of not less than $10 million, TVA must 
also make an annual cash payment to the Treasury on the appropria- 
tion investment in its power system measured by the Treasury’s cost 
of money computed as of the beginning of the fiscal year in which 
the payment is made. Thus, this bill requires greater cash payments 
to the Treasury than are now called for. That TVA can do this is 
a tribute to the success it has had. 

We people in the present TVA service area see no reason for the 
proposed territorial limitation provisions in this bill. However, I 
would remind the committee that in the hearings last year surrounding 

rivate power company testimony upon this provision was most mis- 
eading. They took provisions concerning territory limitations and 
twisted them around to make it appear that these provisions in the 
bill encouraged expansion by TVA. Such is not the case. 

There have been no consequential changes in the TVA service area 
since the end of World War II—12 years ago. 

To those who would insist upon territorial limitations in this bill, 
the question might well be asked, Why not leave the present law as 
it is, since there has been no expansion for many years under the 

resent law? No private power companies are being gobbled up— 

know of none who are expected to Thee Perhaps m Ho who advo- 
cate a tight or nonelastic Chinese wall encirclement around the present 
TVA service area are much more interested in a tight Chinese wall 
encirclement around their own rate structures. If there is to be a 
boundary line of electric service, it must have some elasticity on 
account of the unknown future physical changes in the area, and the 
future unknown wishes of people who have a right to make certain 
decisions concerning their own problems. 

Officials of the Southern Co., a holding company for the Georgia 
Power Co., Alabama Power Co., and. others, vast year testified of 
their great concern that this bill would permit “opening our terri- 
tories to duplication”; implying that by it they would be “hobbled 
and embarrassed.” 

One of these companies, the Georgia Power Co., is my neighbor to 
the south, and I know something of how they have been “hobbled 
and embarrassed,” as they say, in TVA’s 25 years. The facts are that 
nothing of the kind has occurred to the Georgia Power Co. The 
facts are that today they are most agile, instead of being hobbled, 
and far from being embarrassed. In fact, they have lost no custo- 
mers they did not want to lose, to my board or to the other TVA dis- 
tributor—a cooperative—whose lines adjoin theirs and intermingle 
with theirs. We have lived side by side in peace and harmony. My 
board or I even gave them a source of power, in a remote section 
where they had no source, for some service lines they built to serve 
an area in Georgia that was logically theirs. On their part, they have 
allowed me to hang transformers on their lines on the Georgia side 
of a State-line road, where I have no source, and the customers lived 
on the Tennessee side, and they did not desire to have customers in 
Tennessee. 

I have been under the impression there was no suspicion between 
us, one of the other, and their previous testimony on this bill amazed 
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me. They have for years acted as a source of power for some sec- 
tions of the soapeeutyey lines in the areas the cooperative serves— 
where TVA had no service lines. At present there are two small in- 
corporated towns served by them near the State line, where the co- 
operative has its rural service lines all around the towns. These 
small Georgia Power Co.-served towns—about 1,000 population each— 
are literally islands of non-TVA service in an ocean of TVA service, 
The power company’s franchises have, I believe, expired; the people 
by referendum have expressed a desire to have their own systems 
with TVA power; and, of course, the Georgia Power Co. does not 
want to give them up. ; 

To my knowledge, TVA has never entered this picture. I know my 
board and I have never entered it, though asked by the towns to 
extend our lines and do so. Under the present law they could have 
TVA power. 

I rather suspect and last year it was testified that the Georgia 
Power Co.’s real concern in advocating strict nonelastic territory lim- 
itations involves besides the two smal] towns I mentioned two or 
more larger cities they serve—Rome, Ga., and Birmingham, Ala. 
TVA distributors like myself or the cooperatives I talk for have 
service lines in their counties. Under present law, TVA could render 
them service. It has been that way for 20 years. 

However, TVA has not, nor even wants to, as I know of, nor do 
I know if these cities themselves want TVA power. If the Georgia 
or Alabama Power Cos., desire to have Congress say that forever only 
the Georgia Power Co. or the Alabama Power Co. may serve Rome, 
Ga., Ringold or Chicamauga, Ga., and Birmingham, Ala., and if the 
Congress wants it that way, then perhaps the surest way to do it would 
be to spell it out in the bill—naming these cities for all-time as non- 
TVA-service communities. 

Now, please, I want this committee to understand we are not ad- 
vocating or recommending this. In fact, if I were the power com- 
panies I would not want it that way. They will have less trouble if 
the matter is left as it is now, I think. So far, by their own previous 
statements, they have had no troubles. Any territorial limitations 
will, I believe, cause these power companies more trouble than they 
have now under the present law. ' 

However, I am sure you understand that I am not their witness 
upon this subject. I speak only for those I represent. 

There is another main point of issue in this proposed revenue-bond 
bill. We think this is important. It is, should the Congress, which 
created TVA, turn its management over to the Budget Bureau, or 
should Congress continue to place definite and clear responsibility 
upon the TVA Board, and expect accountability from TVA for its 
actions? We think the latter should prevail. 

In seeking to amend the Government Corporation Control Act to 
give it more authority over TVA, to give it a veto power over the 
use of TVA’s bond proceeds and revenues, in effect we believe the 
Budget Bureau seeks to control and manage TVA. 

The question might be asked, Why do we want no Budget Bureau 
control of TVA? The answer is because they do not have the techni- 
cal ability to make final judgment about the power needs of the Ten- 
nessee Valley, nor the accountability to Congress for its management. 
This rests squarely on the TVA Board. We are also aware of the 
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growing tendency of the —_— Bureau to become more all-powerful, 
even to ignore congressional dictates. 

We believe this test of revenue-bond financing for TVA cannot suc- 

‘ceed if the Bureau of the Budget, which has recommended no TVA 
appropriations for new power starts for many years—six or more— 
and which brought forth the ill-fated and nefarious Dixon- Yates deal 
aimed at killing TVA—is allowed to stand in the way of TVA’s re- 
sponsibility to the Congress. We say, regardless of the administra- 
tion in office, the Bureau of the Budget should not control this bond 
financing. It should be a managerial function of the TVA Board, 
_ the limitations laid down by Congress, and reported upon to 
them. 

If it is desired to hobble, hamstring, and eventually destroy TVA, 
as we have known it for its 25 successful years, just put it under the 
changing political appointees of the executive branch. We urge this 
not be done by the Congress. 

The TVA needs now this alternative method of financing new power 
facilities. It cannot continue to finance them from its own revenues. 
Had it not been as successful as it has, it could not have done as much 
of this financing as it has. It is a large — system, a growing 
one—vertically—and must have added facilities. In January last it 
had a peak load of 9,702,000 kilowatts and at the time had an assured 
plant capacity of only 9,878 kilowatts—a 1.8 percent margin—much 
too close for any power system. Had an anticipated colder weather 
situation developed, this even too-slender margin would have been 
exhausted. 

TVA should at all times have a 12 to 15 percent margin of assured 
capability over its peak load. To accomplish this, advance planning 
must be done; it must be known in such case where funds will be 
available. 

In closing my appearance before this committee, and respectfully 
urging your favorable action upon H.R. 3460, as introduced, let me 
say that on July 29, 1958, upon this same identical bill, the then TVA 
Board of Directors, all of them appointed by President Eisenhower, 
said in their letter to this committee that— 

We welcome the opportunity to express our deep concern that the legislation 
now before your committee to authorize TVA to issue revenue bonds be favor- 
ably reported and approved by the House at this session of the Congress. We 
believe the bill, as approved by the Senate last year provides a workable basis 
on which to undertake this new means of financing. 

That is the word from the Tennessee Valley Authority Board on it. 
_ Ina final word, let me again express the appreciation of the people 
in the Tennessee Valley for this epportanity to express our views 
upon this vital piece of proposed legislation. 

__ As we see it, and we studied it quite a lot, although we are not 
technical experts on it, the enactment of ELR. 3460 into law will 
(1) be an improvement upon the present businesslike corporate struc- 
ture of TVA, (2) further safeguard the Government’s and our invest- 
ment in this joint venture; (3) provide for, in a sound and orderly 
manner, the ery | normal growth additions to TVA’s electricity 
facilities ; and—and this is conjectural—(4) greatly reduce, if not alto- 
vane remove from the congressional scene the annual argument over 
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Mr. Davis. Thank you very much, Mr. Finley. 

Are there any questions ? 

Mr. Scuwencex. Mr. Chairman, I do not have a question, but I 
have concerns about this. 

First I want to say, though, I am very grateful for the chairman’s 
attitude. It is very apparent he is trying to be fair in giving those 
of us who have certain ideas in opposition to this, a chance to ask 
questions and be heard. 

I am a little concerned, though, that we are rushing through this, 
Mr. Chairman, because as far as I am concerned, this is very, very 
serious business, and I think we ought to spend a lot more time on it. 

I think we are dealing with some principles like changing policy, 
and I think we want to be pretty sure we are doing the right thing. 

I believe it is true, and the chairman brought out this point and 
touched on the subject that bothers me and the people I represent, 
that demands for electricity are such that a workingman in your dis- 
trict has an advantage over the people I represent in my district in 
the case of the electrical rates he has to pay. 

Is that true or not? Does he not get cheaper electricity ? 

Mr. Fintry. Does he? 

Mr. ScHwenceE.. Yes. 

Mr. Frnuey. Sir, I am not familiar with the rates in your section 
and district, but I would rather feel the rates in our district are lower 
than yours. I donot know where yours is. 

Mr. Scuwenewi. You see, that makes it look like we are favoring 
your area with tax money. There might be good reasons for this that 
can be explained, but I have not found them yet. 

Mr. Frxtry. We do not think so, sir. 

Mr. Scuwence.. I am sorry, but apparently we are going to rush 
through this and then not have the complete story and not have an 
opportunity to hear all of the witnesses that have a story to tell, both 
on your side of the picture and on the other side, who I think have a 
very legitimate case to present to the American public and to the 
committee. 

Mr. Chairman, I am sorry that apparently we are going to move a 
little fast in this direction. 

Mr. Davis. I respect the gentleman greatly, but I am sorry you are 
saying we are rushing. You know, this is the third go-around for 

uestioning. If I ever saw a subject covered by Mr. Mack and Mr. 
ramer and Mr. Baldwin, and yourself, and Mr. Broomfield, it was 
today. I mean, if these parties over here did not ask any questions, 
and if you have not dovelinel this bill as perfectly as it can be done 
— the benefit of the new members, then I don’t know how you could 
o it. 

I know some of the new members have not stood by, but some of the 
others have been right here constantly. 

I want to repeat, it would be helpful if tomorrow we could have 
one or two smart people represent some of the others in their state- 
ments. They know their subject and they can state their propositions. 
We have had these long and exhaustive hearings before. This is 
the third time we are hearing this bill. It has been up two times 
before. I do not think we are rushing at all. 

In the meantime, all of us have had people talking to us about this, 
I suppose, every day for years, and a new crop has come up this time. 
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Without objection, I would like to submit for the record at this 
point a letter yee this bill signed by Floyd S. Nelson, president 
of the Tennessee Rural Electric Cooperative Association, and a reso- 
lution by that association. 

(The letter and resolution referred to are as follows :) 


TENNESSEE RURAL ELECTRIC COOPERATIVE ASSOCIATION, INC., 
Nashville, Tenn., March 6, 1959. 


CHAIRMAN, House PuslLic WorKs COMMITTEE, 
Washington, D.C. 


Sm: Our Tennessee association of rural electric power cooperatives, serving 
over a million rural Tennesseans, wishes emphatically to renew its appeal for 
prompt and favorable consideration of the proposed TVA self-financing legisla- 
tion, now again before your committee in the Davis bill, H.R. 3460. 

As distributors of TVA power in this State, our cooperatives are closely and 
keenly aware of the necessity for such legislation to afford TVA the means of 
financing additions to its generating facilities. TVA is our sole supplier of 
power. The margin of its capacity over the robust increase of consumption in 
its service area is steadily diminishing. Each month adds to the visible urgency 
of a situation which, if not soon remedied, can end only in a tragic and un- 
forgivable power shortage. 

We consider the proposed authorization for TVA bond financing to be as fair 
a proposition as could be put forward and underwritten by the power consumers 
of the TVA region. It means in essence that these consumers will be even 
more specifically than now obligated to pay the costs of a vast and valuable 
property of the Nation. 

The bill now before your committee has been minutely and exhaustively 
canvassed in the past. Our association feels that the maximum tolerable 
concessions are made in this bill to those interests whose aim is to hem TVA 
within a Chinese Wall of territorial limitations. Our primary interest naturally 
is for the adequacy of the power supply in the areas of our own responsibility. 
Nevertheless, it is of clear record that TVA has magnificently performed the 
services for which it was created by Congress, and that it deserves better than, 
at full success, to be quarantined. 

We urge that the Davis bill be reported in its present form, and that the 
Congress may be permitted expeditiously to proceed to the enactment of this 
measure, in order that TVA itself may continue, untrammeled by financial un- 
certainties, to plan and build the new power facilities called for by the present 
and foreseeable needs of the Tennessee Valley. We feel that, as consumer- 
owned systems wholly dependent upon this power source, we reasonably can 
demand this assurance of adequate power supply in the name of the public we 
serve. 

Respectfully submitted. 

Froyp Netson, President. 


TENNESSEE RuRAL ELectric CoopERATIVE ASSOCIATION, INc. 


RESOLUTION 


Whereas the more than 1 million rural Tennesseans served by the rural 
electric cooperatives in Tennessee depend upon the Tennessee Valley Authority 
as their sole cooperative supplier of wholesale electric power; and 

Whereas the Tennessee Valley Authority regional development program and 
its national defense contributions mean so very much to us who live in the valley 
as well as to the people throughout the United States; and 

Whereas some means of financing, such as the self-finance bond bill, is an 
absolute necessity if this great agency is to continue its role as planned by the 
Congress ; and 

Whereas while more than 150 managers, directors, and leaders of the Ten- 
nhessee Rural Electric Cooperative Association were having a most enjoyable 
breakfast with our congressional delegation and their wives, February 11, 1959, 
Crystal Room, Willard Hotel, Washington, D.C., it was pointed out that recog- 
nition should be given the sponsors and cosponsors in both Houses of the Ten- 
hessee Valley Authority self-finance bond bill: Now, therefore, be it 

Resolved, That the Tennessee Rural Electric Cooperative Association and all 
its leaders do hereby express their gratitude and deep appreciation especially 
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to those Senators and Congressmen from other regions, who have such keen 
insight and understanding that they can see through and far beyond the highly 
financed propaganda opposing the self-financing plan of the Tennessee Valley 
Authority (S. 931), and who are, no doubt, standing against tremendous pres- 
ra as champions of the people in sponsoring the financing plan; and be it 
rther 
Resolved, That the Secretary of the Tennessee Rural Electric Cooperative 
Association be instructed to send a copy of this resolution to Senate sponsorg 
and cosponsors of the Tennessee Valley Authority self-finance bond bill (S. 931) 
as follows: 
Senator Robert S. Kerr, of Oklahoma, 
Senator Francis Case, South Dakota, 
Senator Albert Gore, Tennessee, 
Senator Estes Kefauver, Tennessee, 
Senator John J. Sparkman, Alabama, 
Senator Lister Hill, Alabama, 
Senator John Stennis, Mississippi, 
Senator James O. Eastland, Mississippi, 
Senator John Sherman Cooper, Kentucky, 
Senator Ernest Gruening, Alaska ; and be it further 
Resolved, That copies of this resolution be sent to sponsors of Tennessee Valley 
Authority, self-finance bills in the U.S. House of Representatives as follows: 
H.R. 3460, Representative Clifford Davis, Tennessee. 
H.R. 3461, Representative Robert BH. Jones, Alabama. 
H.R. 3462, Representative Thomas G. Abernethy, Mississippi. 
R. 3465, Representative Robert A. Everett, Texas. 
R. 3637, Representative Joe L. Evins, Tennessee. 
‘H.R. 3641, Representative James B. Frazier, Tennessee. 
H.R. 3661, Representative J. Carlton Loser, Tennessee. 
H.R. 3926, Representative Frank A. Stubblefield, Kentucky. 


_ Mr. Davis. I would like also to submit for the record a telegram 
signed by Stanton E. Smith, President of the Tennessee State Labor 

Council, representing 175,000 members ofthe AFL-CIO. 
_ (The telegram referred to is as follows :) 


H. 
H. 


Marcu 9, 1959. 
Crirrorp Davis, 
Chairman, House Public Works Committee, 
New House Office Building, Washington, D.C.: $ 

Please let the record of the hearings on TVA self-financing bill scheduled 
for March 10 and 11 show that the Tennessee State Labor Council, State branch 
of the AFL-CIO representing 175,000 members in the State, strongly supports 
H.R. 3460 as introduced by yourself. We are unalterably opposed to any amend- 
ments which would place further restrictions on TVA. On the contrary, we 
would hope the bill could be liberalized so that TVA can operate at top efficiency 
and continue to demonstrate the real values to all the people which come 
from the unified development of a river basis. - 

Sranton E. Smita, 


President, Tennessee State Labor Council, 


Mr. Davis. I would also like to offer for the record at this point 
a telegram from Mr. Barbee, president of the North Carolina Bate 
AFL-CIO. 

(The telegram referred to is as follows :) 


Hon. Cuiirrorp Davis, 
Chairman, House Public Works Committee, 
New House Office Building, Washington, D.O.: 

For many years the opponents of TVA have been saying “If this was a self- 
financing project we would not oppose it.” There is no doubt about the won- 
derful service this project has served. Therefore the officers and members 
of the North Carolina State AFL-CIO strongly urges you to use your influence 
for the passage of the Davis bill, House Resolution 3460. 

W. M. BarsBEE, 
President, North Carolina State AFL-CIO. 
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Mr. Davis. The last one I wish to offer for the record is a statement 
signed by Herbert J. Bingham, executive secretary of the Tennessee 
League. 

(The statement referred to is as follows :) 


STATEMENT OF HERBERT J. BINGHAM, EXECUTIVE SECRETARY, TENNESSEE 
MUNICIPAL LEAGUE 
MaArc#H 10, 195y. 


To CHAIRMAN, House Pusiic Works CoMMITTEE: 

The following testimony is submitted with the respectful request that it be 
included in the recerd of committee hearing on H.R. 3460. 

My name is Herbert J. Bingham. I am executive secretary of the Tennessee 
Municipal League, which is a statewide organization of the towns and cities of 
Tennessee, including all of the 53 municipalities owning and operating electric 
distribution systems supplied with power by the generation and transmission 
facilities of the Tennessee Valley Authority. 

The Tennessee Municipal League supports H.R. 3460 by Representative Clifford 
Davis containing a plan of self-financing permitting the TVA to sell revenue bonds 
to private investors to expand power generation and transmission facilities. 

We strongly oppose the proposals on the subject prepared by the Bureau of the 
Budget. This mutilated version of a self-financing plan resembles what goes on 
in the woodlots on the farms down in Tennessee around November when the 
first freeze signalizes the time has come to fill up the smokehouse with hams and 
bacon. The budget plan is plainly a hog-tying and bloodletting attack on TVA 
designed to transfer control over its operations to the Potomac bureaucrafts and 
to milk the system of its financial resources and destroy its capacity to issue 
bonds. 

The position of my organization is set forth in a resolution unanimously adopted 
at its 1958 annual convention, as follows: 


“RESOLUTION OF TVA 


“Adopted at 19th Annual Convention, Tennessee Municipal League, 
May 13, 1958, Nashville, Tenn. 


“Whereas the municipalities and countrysides of this State are by choice dis- 
tributors of and consumers of TVA power at exemplary rates which permit the 
common use of twice as much power as is used by the average consumer outside 
the TVA region, brightening the homes and quickening the industry of the people; 
and 

“Whereas assurance of the adequacy of this power supply in the future is of 
vital concern to the whole body of this State ; and 

“Whereas there is now before Congress a plan whereby TVA would be au- 
thorized to go into the private money market to obtain the capital for building 
needed additional powerplants by selling revenue bonds backed solely by TVA’s 
own earnings, that is by the ability and willingness of the users of TVA power 
to pay their power bills, this plan having already been approved by an over- 
whelming vote in the Senate and is soon to be brought to a vote in the House; 
and 


“Whereas enactment of this TVA self-financing plan will remove the un- 
certainties which of late years have hung like a sword over the electric power 
supply of our State and will demonstrate to the Nation what already is clear 
to the people of Tennessee—that TVA’s power users are in fact paying fully for 
the TVA power system ; and 

“Whereas this TVA self-financing plan is unique in that instead of calling for 
more room in the Federal budget it provides a sound means of obtaining invest- 
ment funds for expansion of the TVA power system without governmental obli- 
gation : Now, therefore, be it 

“Resolved, That the Congress and especially each and every Representative 
of Tennessee in Congress be again apprized of the will and wish of this organi- 
zation for the enactment of said TVA self-financing legislation as approved by 
the appropriate committees of the House and Senate and as recommended by 
the Board of Directors of TVA itself, and that this action be taken by Congress 


‘Without alterations of the pending bill that would hamper or cripple the Ten- 


hessee Valley Authority in procuring and expending the funds needed to keep 
re he services at all times abreast of the needs of the State, the region, and 
ation.” 
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FAIR TO ALL 


The proposed self-financing plan contained in H.R. 3460 is fair to all affected 
interests—to the Government and taxpayers as owners, to the electric consumers 
of the valley region, and to the future investors in TVA securities. Most of all, 
it is workable and will insure continued efficiency and low-cost power produc- 
tion. It will maintain unimpaired the role of TVA as a cost-of-production yard- 
stick which has long exercised a competitive influence in keeping down private 
utility monopoly electric rates throughout the Nation. It will preserve TVA as 
a low-cost source of power for atomic and other defense-connected production 
which is absorbing almost three-fourths of the output of the system. The plan 
is a method of ending the tragic deadlock between the utility lobby and the people 
of the Tennessee Valley and the Nation whose interest will be served by the Fed- 
eral Government honoring its responsibility to maintain TVA as an efficient and 
integrated electric generation and distribution system for its present service area, 

It is my purpose to comment on certain phases of the rival and antithetical 
TVA financing proposals advocated before your committee in the briefest manner 


possible. 


ESSENTIALS OF REVENUE FINANCING 


Municipal governments invented revenue financing by public agencies and in 
recent years have discovered the essential elements permitting extension of the 
revenue bond principle to additional municipal functions. These essential ele- 
ments are present in the TVA-devised plan and absent in the original Budget 
Bureau proposals. 

The first essential principle discovered and utilized by municipalities in 
revenue bond financing is the requirement that broad independence of manage- 
ment decisions must be allowed those responsible for directing a revenue 
financed enterprise. This has been accomplished by creation of independent 
boards, commissions, and authorities with power to act. The original Budget 
Bureau proposals would deny this latitude of management decision to TVA with- 
out any justification whatsoever. It proposes a torturous scheme of multiple 
approval for issuance of bonds and use of revenues for plant expansion by TVA, 
requiring consent by many agencies and offices of Government—the TVA Board, 
the Budget Bureau and the President, both the Public Works and Appropriations 
Committees of both Houses of Congress and the Congress itself, and the Secre- 
tary of the Treasury; in addition, bond houses handling the issues must agree 
and approve. Normal reporting and review procedures provided for TVA and 
other similar agencies by the Government Corporation Act are adequate. This 
series of roadblocks for marketing securities and reaching decisions on plant 
expansion in the case of bonds which are purely revenue in character and involve 
no obligation on the U.S. Treasury, can only result in higher interest rates and 
increased construction costs due to uncertainties and untimely decisions. In- 
vestors, municipalities have found, will not loan funds to an enterprise which is 
not free to carry on efficient operations and maintain the soundness of the enter- 
prise, when the security of their investment is solely dependent on the revenues 
and successful performance of the enterprise. 

A second revenue bond financing principle discovered and utilized by munici- 
palities, and also by private electric companies, is the necessity for reasonable 
equity or owner capital in a utility system and unobligated revenues to protect 
the bondholders. The Budget Bureau’s proposal would rob TVA of its present 
equity, represented by appropriations invested in the system, by requiring a 
rigid schedule of amortization. It also proposes to maximize the interest rate 
or return on the existing appropriation investment by insisting on a rate equiva- 
lent to the long-term Federal cost of money instead of the average interest rate on 
the Federal debt. These high fixed charges constitute an unwholesome and un- 
warranted innovation in Federal financing of public works projects. It imposes 
pyramided charges unknown to private utility financing where a 50-50 capital 
structure split between bonds and owner equity in the form of common and 
preferred stock and surplus has been found essential to avoid excessive costs 
for capital retirement. 

PRIVATE POWER LOBBY ROLE 


There is a question surging in the hearts and minds of the municipal leaders 
of Tennessee who have accepted a share of the responsibility for the power 
supply of their people: How long will the responsible executive and legislative 
officials of our national Government stand immobilized and helpless before the 
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farflung conspirational apparatus of the private power lobby, withholding de- 
cisions and actions essential to carry out the Federal responsibility, long as- 
sumed and accepted, for the power supply of the Tennessee Valley? This 
Government has assumed full responsibility, along with local distribution part- 
ners, for electric service in the Tennessee Valley area. This area is now con- 
fronted with a certain power deficit by 1961. 

In conclusion, I would like to submit the attached statement adopted by the 
board of directors of the Tennessee Municipal League on October 1, 1958. 

(The attached statement is as follows:) 


STATEMENT ON TVA By TENNESSEE MUNICIPAL LEAGUE, NASHVILLE, TENN. 


The board of directors of the Tennessee Municipal League deplores and pro- 
tests the recent biased and inaccurate report of the U.S. Chamber of Commerce 
entitled “TVA: What’s Next?’ It rejects as unsound, unfair, and impractical 
the proposal that TVA be dismembered, dispersed, and its power facilities sold. 
It regards the entire report as another devious and underhanded attempt by 
the private power lobby to destroy a great public agency whose preservation and 
strengthening is essential to the welfare of the seven-State valley area and to a 
strong national defense posture. 

The report has a hollow ring for many reasons, not the least of which is its flat 
contradiction of a policy position the U.S. chamber adopted as recently as 1954. 
At that time the U.S. chamber declared: “Surely the TVA * * * could market its 
revenue bonds as easily as municipal plants can. * * * ” The chamber added: 
“Clearly the revenue bond alternative will not be popular with consumers of 
TVA power.” Now that the sentiment of the friends and supporters of TVA 
has been made plain, the U.S. chamber has beaten a hasty and disgraceful re- 
treat. 

There is ample evidence that the private power lobby has used the U.S. Chamber 
of Commerce as a front organization in this renewed attack upon TVA. The 
so-called expert who prepared the report for the chamber’s natural resources 
department, Charles D. Curran, has since the first of this year been on the payroll 
of the most powerful private power lobby in the United States, the National Asso- 
ciation of Electric Companies. The chamber’s natural resources committee has 
among its membership seven private power company executives, some of whose 
firms belong to the NAEC. Curran himself had demonstrated his prejudices 
against TVA during his service with the Hoover Commission’s Water Resources 
Task Force, of which all 25 members were exposed as handpicked opponents of 
TVA and public power. 

The flagrant and shameless inaccuracies of the report this hatchetman pre- 
pared for the chamber have been promptly and categorically refuted by the TVA 
Board. The Board has denounced the entire report as “a misrepresentation of 
TVA and a disservice to the general public and the members of the U.S. Chamber 
of Commerce.” Further, the Board has declared that the report “in its attempt 
to make the sound financing practices on which this system is operated appear 
subsidized * * * makes unreasonable and unwarranted assumptions. * * *” 

Additional evidence of the private utility lobby’s continuing conspiracy against 
TVA and its entire service area is the vicious boycott against electrical equip- 
ment manufacturers’ locating in the area. This has been confirmed by officials 
of one of the largest manufacturing companies, and several industry-hungry 
communities in the valley can attest to the effectiveness of the boycott scheme. 

This latest underhand attack upon TVA emphasizes the urgent need for 
enacting the self-financing plan for TVA incorporated in the Kerr bill passed 
by the Senate, or an adequate congressional appropriation for TVA. This should 
be done in the first days of the 86th Congress. There are ominous and detailed 
warnings from the TVA Board and staff officials that the valley is facing a 
power shortage beginning with the winter of 1960-61, even if construction of 
hew generating facilities should begin next year. This intolerable situation is 
a direct result of the anti-TVA conspiracy of the private power lobby, its friends 
in Congress and highly placed officials of the national administration. 

In their zeal to remove the yardstick of TVA and pave the path for major 
increases in utility rates throughout the country, the foes of TVA are jeopardiz- 
ing the Nation’s defense program in addition to threatening the entire valley 
with economic strangulation. The people of the valley are wearied and dis- 
gusted by the unrelenting efforts to make TVA, and those who use TVA power, 
a whipping boy for the private power interests when some 75 percent of TVA’s 
power output is devoted to atomic energy installations, missile production and 
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other defense activity, and production of aluminum, titanium, and other basic 
raw materials, all of which is in the national interest and of little economic or 
employment benefit to the TVA area. 

Billions of tax dollars are spent elsewhere for water resource development 
and related to programs, and subsidies of various kinds and in staggering 
amounts are turned over to private enterprise. In the board’s opinion, it is 
high time for the valley to organize in its own defense, and to direct a major 
effort to showing the people of other parts of the Nation and their representa- 
tives in Congress that a sound self-financing plan for TVA is fair, necessary 
to the valley, and in the national interest. It is time for the friends of TVA 
in Congress to act vigorously—to hold up authorizations and appropriations for 
purely local projects in other areas until there is firm assurance of reciprocity 
on TVA which will eliminate the threat to the total economy of our valley. 

The Tennessee Municipal League board of directors, therefore, urges: 

1. The U.S. Chamber of Commerce to disavow the TVA report of its natural 


resources department, and publicly retract the misstatements of fact and the 


misleading implications with which it is riddled. 

2. Chambers of commerce in the valley, and elsewhere, to. repudiate the U.S. 
Chamber of Commerce report on TVA, and make their sentiments known to the 
national organization, and to the Nation. 

3. Governing bodies of municipalities in the valley, and elsewhere, to reject 
and protest the U.S. Chamber of Commerce report on TVA and to reaffirm their 
support of a dynamic, vigorous, and efficient TVA. 

4. The 86th Congress to enact, and the President to approve, a suitable self- 
financing plan for TVA, or as an alternative, an appropriation sufficient to per- 
mit necessary expansion of its generating facilities. 

5. The Congress to investigate the monopoly tactics of the private utility in- 
terests which are contrary to sound public policy and appear to violate Federal 
law. 


Mr. Davis. Do you have some statements you wish to offer, Mr. 
Jones ? 


Mr. Jonzs. I have a letter addressed to the Committee on Public 
Works, signed by Mr. J. W. Counts, president of the Hartselle, Ala., 


Electric Membership Corp., approving this bill. 


Mr. Counts is in the audience. Would you mind standing, Mr. 


Counts ? 
Thank you. 
I submit this letter in behalf of Mr. Counts. 
(The document referred to is as follows :) 


JOE WHEELER ELECTRIC MEMBERSHIP CorpP., 
Hartselle, Ala., March 5, 1959. 
COMMITTEE ON PUBLIC WORKS, 
House of Representatives, Washington, D.C. 

My Dear Sms: I strongly urge the passage of the TVA revenue bond bill 
(H.R, 3460) during this session of Congress, and would be proud to be of any 
help in getting this important piece of legislation passed. 

This seems to me to be a very sensible business proposition, good for the TVA 
and good for the taxpayers of this country. I do not believe it would give TVA 
any more freedom than it should have, and I definitely do not think it would re- 
sult in any attempts to enlarge the area served by TVA. 

Issuing its own bonds would help TVA to better meet the needs of the area it 


serves without having to ask annually for direct appropriations. 


My fellow board members and I strongly urge the passage of this badly needed - 


legislation. 
Sincerely, 


J. W. Counts, President, 
Mr. Jones. Mr. Chairman, I would like to present a statement on 


behalf of Mr. Louis A. Eck), editor of the Florence Times, the tricities 
daily of Florence and Sheflield, Ala. 


Mr. Eckl is a representative of the Associated Tennessee Valley 
Chambers of Commerce, which is an organization comprising some 50 
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local chambers of commerce in the seven-State area. He is here to 
testify and speak in behalf of the bill, and I submit his statement for 
the record and ask Mr. Eckl to stand. 

Thank you, Mr. Eckl. 

(The statement referred to is as follows :) 


STATEMENT OF Louris A. OF THE FLORENCE TIMES 


I am here as the representative of the Associated Tennessee Valley Chambers 
of Commerce. This is an organization composed of some 50 local chambers of 
commerce in the area served by the power system of the Tennessee Valley 
Authority. Our purpose in appearing before this committee is to urge the 

ge of sound and workable legislation which will authorize the TVA to 
issue electric revenue bonds to finance expansion of facilities to assure the 
Tennessee Valley region an adequate supply of electric power. 

I am aware that my appearance here as a representative of an association 
of chambers of commerce, voicing the views of a very considerable number of 
businessmen, is something of an anomaly. I seriously doubt that any of you 
gentlemen, in any of the several committee hearings held on this proposed 
legislation over the past years, have seen or heard the like. If memory serves, 
I believe I am correct in stating that heretofore you have heard no witness 
identifying himself with a chamber of commerce—National, State, or local— 
who has not voiced Opposition to the bond financing proposal or sought to hedge 
it about with provisions that would make it unworkable. This opposition has 
been voiced in the name of free enterprise to which it is alleged that the TVA 
is a threat. We disagree thoroughly with this view. We believe that the 
national chamber of commerce is mistaken in its position. We believe that its 
position is based on demonstrable misrepresentations and faulty evaluations 
of TVA and its relationship to private enterprise. We believe the national 
chamber is mistaken in its conception of the place of electric service in the free 
enterprise system as evidenced by the fact that, on several occasions, it has 
chosen officials of privately owned public utility companies to act as its spokes- 
man in opposition to TVA before Congress. 

I hold no brief against privately owned electric utilities. But I think it must 
be conceded that they occupy a unique and favored place in the economic 
scheme of things in this country. By law, custom, and regulation, they are 
recognized as monopolies and enjoy privileges not available to the general run 
of free enterprise. They are protected against direct competition and by regu- 
lation they are permitted to charge rates which virtually guarantee them a fair 
return on their investments. Electrical World, the industry trade magazine, 
last February 23 paid unconscious tribute to the preferred position of electric 
utilities in view of their monopoly position as suppliers of an essential public 
service. Pointing to increased electricity sales and even greater increased rev- 
enues, the magazine hailed “the industry’s performance during recession-ridden 
1958” and declared that it has “proved its right to be called recession proof.” 

I am glad to know that the private utilities are doing so well, but I cannot 
concede that this qualifies them as spokesmen on this matter for the general run 
of free, competitive business and industry. 

As businessmen and as members of the chambers of commerce of the Tennes- 
see Valley, we are wholeheartedly for free enterprise, and it is in this spirit 


that our organization is represented here. We are firmly convinced that the 
passage of bond legislation for TVA is essential to the expansion of private 
enterprise and that its favorable effects will be felt by business and industry 
outside the Tennessee Valley region as well as within it. 

The record of the past 25 years bears this out. In that period, the valley 
region has come a long way economically, It has emerged from a period of 
eolonialism in which its economy was based largely on raw materials. We 
produced cotton, corn, tobacco, lumber, and coal. Raw materials were shipped 
out to be processed in higher wage industries in other areas. The valley's status 
as a low-income area made it a poor market for goods produced in other areas. 
The region was largely agricultural and had relatively little industry of its 
own. Today that situation has been greatly changed. We have a much better 
Dalance between industry and agriculture. Our agriculture is on a sounder and 
more stable basis. It is more diverse, more mechanized, more productive, and 
it provides greater rewards for the farmer. The growth of industry in the 


valley and in the Southeast generally has made this region a stronger and more 
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productive part of the Nation. Higher incomes, although still not up to the na- 
tional per capita average, have made the region a much more favorable—and a 
growing—market. Much of our progress can be attributed to the better use of 
resources made possible by the TVA program, just as other parts of the country 
have benefited from similar Federal flood control, navigation, irrigation, power, 
seaport and lakeport improvements, and similar developments. It seems to us 
a narrow concept to contend, as some apparently do, that the progress made 
in one area inevitably diminishes another. We believe that business, industry, 
and agriculture in our region are helped by projects which aid in the develop. 
ment of other regions. We are certain that our own progress has helped busi- 
ness and industry elsewhere. 

Take an example: Many members of our Tennessee Valley chambers of com- 
merce are dealers in electrical appliances. Because of the great increase in the 
use of electricity in this region, fostered by TVA and by the energy and initiative 
of locally owned and operated distribution systems, the Tennessee Valley has 
become the best electric appliance market in the country. Most of these are 
manufactured outside the Tennessee Valley and shipped into this large and 
growing market. It is estimated that well over $24 billion worth of appliances 
have been sold to TVA power consumers since the end of World War II. At 
the same time, there has been created a large market for the manufacturers of 
equipment to generate, transmit, and distribute power. Most of the equipment, 
as well as the appliances, are manufactured in Northern and Eastern States. 

Take farming: It has been rapidly changing and improving, and much of its 
progress can be attributed to rural electrification. Besides household appli- 
ances, this provides a market for motors and many kinds of power-operated 
equipment, such as feed grinders, water pumps, milking machines, and milk 
coolers, and refrigerating equipment. Changed farming ways in the valley also 
eall for tractors, planters, harvesters, and other equipment, and again the 
Tennessee Valley provides a growing market for firms outside the region. J] 
trust you will not think me too reminiscent if I recall that the first serious 
attempt to bring electricity to the farm on the comprehensive pattern of area 
coverage now existing all over the Nation was made in the Tennessee Valley 
under the leadership of TVA. 

I believe it is time that businessmen and their organizations, wherever situ- 
ated, should abandon narrow sectionalism. Business and industry, whatever 
its geographical location, fronts on a two-way commercial thoroughfare. 

We are supporting the bond legislation for the TVA power system because 
it is of vital importance to the people, the business, and the industry of the 
Tennessee Valley. It is not exaggerating to say that this legislation in large 
measure holds the key to whether the valley region will continue to advance 
economically along with the rest of the Nation or whether it will have to endure 
a period of stagnation, a slowing down of progress and productivity. This can 
only be an inevitable result of the inability of a power system to previde adequate 
amounts of electricity to meet the needs of business and industry, homes, and 
farms as they develop in the service area for which it is responsible. 

I hesitate to mention another aspect of the situation in the Tennessee Valley, 
since I believe the Congress is well aware of it. That is the factor of national 
defense. As you know, more than half of TVA’s power for the past several 
years has gone into national defense projects of the Federal Government. These 
are primarily the two large plants of the Atomic Energy Commission, but they 
also include the large Air Force wind tunnel research facility at Tullahoma, 
Tenn., and the rocket and missile research center at Redstone Arsenal in Alabama. 
In addition there are large electrometallurgical and electrochemical plants in 
the region whose products are essential to national defense. It would be tragic 
if, by failure to provide for orderly expansion of generating facilities, the whole 
fabric of power supply in the region were weakened to the point where it could 
not support an all-out productive effort in the event, which in the present world 
situation we cannot rule out, that this country finds itself involved in war. 

The present proposal for bond financing would enable the TVA Board and 
staff to plan and carry out a program of construction which would assure its 
service area of a continuous supply of electric power for both civilian and de 
fense needs. Furthermore, it would meet the objection of those who feel that 
no more appropriations should be made to TVA for construction of power 
facilities. At this point, I would like to take the role of a sort of devil’s advyo- 
eate and point out that the national chamber of commerce—whatever its posi- 
tion now is on this legislation—has proposed it in the past. In 1954, in “The 
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Continuing Cost of TVA,” one of its publications, there appeared the state- 
ment: 

“Most all municipally owned and operated electric plants are now financed in 
whole or in part through the sale of revenue bonds—i.e., bonds backed only 
by the anticipated revenue of the municipal utility. Surely the TVA, which 
as far back as 1945 produced more kilowatt-hours than any other power system 
in the United States and which in 1952 had a gross power revenue of $95 mil- 
lion, could market its bonds as easily as municipal plants can.” 

The publication then went on to declare: 

“TVA power should be financed through the sale of revenue bonds * * *.” 

One matter disturbs us and that is the possibility that the bond authoriza- 
tion for TVA may be weighed down with restrictive provisions which will in- 
hibit the TVA Board in carrying on its financing and construction activities 
expeditiously and efficiently. We can hardly qualify as fiscal experts on Gov- 
ernment finance, but we do believe as businessmen of experience that the great- 
est care should be taken to insure that the management of TVA shall have the 
required flexibility, the needed elbowroom, to operate efficiently and to plan 
intelligently for a reasonable period ahead. You will recall that the legislation 
establishing the TVA in 1933 was intended to insure it “the flexibility and 
initiative of a private enterprise.” We believe this to be a sound principle, 
and we believe it has worked admirably in the case of the TVA. Responsibility 
for a program should carry with it the required authority and flexibility to 
make sure that it can be carried out. 

Therefore, we believe it would be unwise to include in the legislation some 
of the proposals which have been made—for example, there have been ob- 
jections to provisions in this legislation exempting TVA from certain provisions 
of the Government Corporation Control Act of 1945. These provide that ap- 
proval of the Secretary of the Treasury must be secured as to the form, de- 
nomination, maturity, interest rates, terms and conditions, manner of issuance, 
price of bonds to be issued by a Government corporation. Certainly we agree 
that the TVA should consult with the Secretary of the Treasury concerning its 
financing operations, and we are sure that the TVA Board and management 
would seek such advice and would find it valuable. But we do not believe that 
what amounts to veto power should be placed in the hands of another Gov- 
ernment agency which does not bear the responsibility for carrying out the 
power program and assuring the TVA service area of an ample supply of 

wer. 
asi the same way, we believe that limitations on the amounts of bonds which 
can be outstanding are essentially unwise. But, if such a limitation is deemed 
necessary, it should be high enough to permit the TVA to plan well ahead for 
the necessary expansion of its facilities. As you know, it takes several years 
to plan and construct generating plants of the size in use today. This means 
that the TVA must look ahead for 5 or 6 years to determine what the power 
requirements are likely to be and to prepare to fulfill them on schedule. Ob- 
viously, if the amount of bonds to be issued is too limited, the required long- 
range planning will be hampered and the TVA will not be assured that it can 
meet its responsibilities as a power supplier. No businessman would want to 
attempt to operate an enterprise efficiently under such restrictions. 

It is contended that such limitations are necessary in order to maintain the 
control of the Congress over TVA. We do not believe this is so. This legisla- 
tion, as we see it, does no violence to the controls now in the hands of the Con- 
gress over the affairs of this agency. TVA is fully under the control of the 
Congress, which may call it to account at any time. Through the regular ap- 
propriation procedures and through its regular required reports, the affairs of 
the TVA are an open book. Moreover, the legislation now before this committee 
provides specifically that TVA inform the President and the Congress of plans 
to construct a new power project. It provides further that the plans must lie 
before the Congress for 90 days during a single session, duing which time the 
plans may be disapproved by concurrent resolution. It seems clear to us that 
this provision insures ample congressional control. 

As businessmen of the Tennessee Valley region, we want to urge upon you the 
early approval of bond-financing legislation which will enable the TVA to carry 
out its responsibilities as power supplier. We believe this legislation to be in 
the national interest as well as that of the region whose business organization we 
represent. 


A- 
a 
of 
fr, 
1s 
le 
y, 
le | 
| 
id 
At 
of 
6, | 

! 
| 
zk | 
30 
le } 
18 
ll- 
se 
1e 
re 
re 
in 
te | 
id 
y. 
al 
al i 
| 
a, 
a. 
in 
ic 
le 
ld 
id 
id 
ts 
e- 
at 
er 
si- 
1e 


94 TENNESSEE VALLEY AUTHORITY 


Mr. Jones. Mr. Chairman, I have a telegram directed to me by 
Mr. Maury A. McWilliams, president of the Alabama Rural Electric 
Association, approving the bill and asking for its enactment, which I 
desire to submit for the record at this time. 

(The telegram referred to is as follows :) 


Marcu 6, 1959. 
Hon. Bos JoneEs, 
House Office Building, 
Washington, D.C.: 

The Alabama Rural Electric Association of Cooperatives strongly recommend 
favorable consideration of the Davis-Jones bills to authorize TVA to finance new 
generating capacity by the issuance of revenue bonds. The association repre 
sents 19 electric cooperatives with a total membership of 130,000 farm and rural 
families. Only 5 of our 19 member cooperatives are distributors of TVA power. 
But all of us recognize the importance of preserving TVA for its benefits to all of 
Alabama and to the whole Nation as a demonstration of integrated resource 
development and of the effort of low-cost power supply as a stimulant to economic 
and social betterment. The Davis-Jones bills would permit TVA to serve the 
growing needs of its area without any cost or expense to the taxpayer while 
at the same time fully safeguarding the Government’s investment. It is un- 
thinkable that Congress should allow TVA to falter in carrying out its great 
responsibilities by failing to permit TVA to borrow in the private money market. 
We hope Congress will not deliver into the hands of the power companies the 
power consumers in the areas contiguous to TVA by including inflexible terri- 
torial restrictions in the bill. The mere right to apply for TVA power is an im- 
portant benefit to consumers outside the existing TVA service area. We should 
appreciate it if you would bring these views to the attention of the House Public 
Works Committee. 

Maury A. MCWILLIAMS, 
President, Alabama Rural Electric Association. 


Mr. Jones. Thank you, Mr. Chairman. 

Now, Mr. Chairman, I ask unanimous consent to submit other 
statements that may be submitted either to the chairman or to the 
members of the committee for or against the measure, for inclusion 
in the record. 

Mr. Davis. Without objection, it is so ordered. 

We will try to be prompt tomorrow at 10 o’clock. 

(Whereupon, at 4:50 p.m., the hearing was recessed until 10 a.m. 
the following day, Wednesday, March 11, 1959.) 
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WEDNESDAY, MARCH 11, 1959 


House or REPRESENTATIVES, 
ComMITTEE ON Pusiic Works, 
Washington, D.C. 

The committee met, pursuant to recess, at 10 a.m., in room 1302, 
New House Office Building, Hon. Charles A. Buckley, chairman of the 
committee, presiding. 

Chairman Bucxtey. The meeting is called to order. 

The Chair designates Mr. Davis to take over the chairmanship. 
Mr. Davis. 

Mr. Davis. Gentlemen of the committee, we meet this morning to 
_ consideration of H.R. 3460 and H.R. 3461 and other companion 
bills. 

As J stated on yesterday afternoon, unfortunately all of the presi- 
dents of a great many of the private power companies want to be 
heard first. Obviously, it is impossible to hear more than one man 
at a time. I wish it were possible to hear all of the presidents of 
these various companies first, but it is just a physical impossibility. 
We are going to ask you, as I stated on yesterday, to conserve the 
time of this committee, because this is the third full hearing on this 
subject and members of this committee have gone over and over and 
over this bill. 

Yesterday we had a very thorough hearing. It took us 5 hours and 
18 minutes. We had expected to call our colleague, the Honorable 
Carl Vinson, chairman of the Armed Services Committee, first, for 
whom we have very great respect, but he has agreed to yield to our col- 
league, Ben Jensen—a Puerto Rican episode fraternity brother of 
mine, who says he will take just 2 minutes, and I know that Ben will 
his 

0 


, Mr. Jensen, will you come around, please. 


STATEMENT OF HON. BEN JENSEN, A MEMBER OF CONGRESS FROM 
THE STATE OF IOWA 


Mr. Jensen. Thank you, Mr. Chairman. 

I understand that only 2 days of hearings have been scheduled on 
this bill, H.R. 3460, one to hear the proponents and one to hear the 
opponents. Frankly, I am surprised that no more time is being taken 
on a bill that, if enacted, would have such serious and far-reachi 
adverse effects on the future of this beloved Nation of ours. It woul 
be just a forerunner of other similar assaults on the principles and 
standards upon which this Nation was founded in keeping with the 
Constitution. 
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I will limit myself to these few brief words in order that others 
may be heard in the short time available and I ask that my entire 
written statement on this matter be inserted in the record at this point. 

I understand that early action is to be taken on this bill by this 
committee. I have prepared a press release, together with some ex- 
cerpts or summarization of my full statement on the bill. I have 

iven the clerk of the committee copies for each of the members, which 

hope each of you will take time to read. 

I thank you for this oportupnity to briefly appear before your com- 
mittee to express my views on this proposed legislation. I am sorry 
that I must rush but I am overdue at hearings before an appropria- 
tions subcommittee of which I am a member. 

Thank you, gentlemen. 

(The statement referred to follows :) 


I am appearing here in opposition to the proposed amendments to the Ten- 
nessee Valley Authority Act as embodied in H.R. 3460 and other identical bills, 

As a member of the Appropriations Committee of the House of Representatives, 
I particularly object to the H.R. 3460 bond issue proposed for future financing 
of the Tennessee Valley Authority power program. This proposal is nothing 
more than an attempt to bypass the Appropriations Committee and to eliminate 
the control of the elected representatives of the American people, in Congress 
assembled. It is also an attempt to create a hydraheaded entity that would have 
a primary obligation to the bondholders and a secondary obligation to the Ameri- 
can people. Its control would rest in the hands of three men not elected by the 
people, who in effect have more power to control the destinies and welfare of 
the region within which the TVA operates than do the Governors of the States 
involved. 

The proposed revenue bond method of obtaining funds for TVA, bonds without 
the full faith and credit of the Federal Government back of them, is something 
new in Federal agency financing. If permitted, it could be the beginning of 
widespread extension to other agencies of the Federal Government. It is con- 
trary to the provisions and intent of the Constitution of the United States. It is 
ne in keeping with the principles and standards upon which his Nation was 

ounded. 

I believe that Congress has the right and the duty to pass annually upon the 
financing of the Federal Government and its various agencies. This right is 
inherent in the Constitution that provides that “No money shall be drawn from 
the Treasury, but in consequence of appropriations made by law; * * *.” 

Year after year proposals are made to use the back-door approach to the 
Federal Treasury or to obtain money for Federal agencies or programs by 
methods not in keeping with the Constitution of the United States. 

Believing as I do that this bond issue proposal and many other features of 
H.R. 3460 are not in keeping with the Constitution and the basic principles on 
which this Nation was founded, I am dutybound to oppose it with all the strength 
atmy command. Ican dono less. 

As I read this bill it would have the following effect : 

Practically remove TVA from any congressional control. 

Set up a method of financing a Federal agency that is not in accord with 
the Constitution and the principles on which this Nation was founded. 

Provide no real limitation on the area in which TVA power could be 
utilized. 

Repeal present law providing for repayment of $1,200 million of taxpayers’ 
funds appropriated for TVA power facilities and replace this requirement 
with a substitute that would permit up to 120 years or more for such 
repayment. 

Make no provision for payment into the Treasury of an amount comparable 
to Federal taxes paid by most non-Federal utilities. 

Provide for no repayment of, or interest on, the $500 million of the 
Federal investment made in TVA power facilities through the use of power 
revenues we have been told belonged to all the people. (Actually a large 
part of these revenues were derived from Federal agencies. ) 

Twenty years ago I stood on the floor of the U.S. House of Representatives and 
took my first oath of office as a representative of the Seventh District of the 


Sta 
tim 
are 
def 
don 
this 
and 
lal 
| I 
che 
tiol 
F 
| ing 
| to | 
act 
1 
| whi 
I 
Ter 
on 
my 
| my 
visi 
giv 
for 
| the 
sta 
Cor 
the 
sig! 
dea 
his 
I 
Aut 
gro 
bod 
tior 
pre 
qui 
Con 
lab 
fur 
of t 
to « 
ass 
the 
T 
| { wal 
Ric 
her 
the 
bes 
on 
ope 
bef: 
It ii 
A 
and 
wo 
mel 
bec 
are 


TENNESSEE VALLEY AUTHORITY 97 


State of Iowa. I have repeated that oath for each of the Congresses since that 
time, and so long as there is a breath in my body I shall honor that oath. You 
are familiar with the oath, but for the record I repeat it here: 

“I, Ben F. Jensen, do solemnly swear (or affirm) that I will support and 
defend the Constitution of the United States against all enemies, foreign and 
domestic; that I will bear true faith and allegiance to the same; that I take 
this obligation freely, without any mental reservation or purpose of evasion, 
and that I will well and faithfully discharge the duties of the office on which 
Iam about toenter. So help me God.” 

In the Constitution of the United States which each of the people’s representa- 
tives in Congress took an oath to uphold, our forefathers set up a system of 
ehecks and balances so that the rights and freedoms on which this great Na- 
tion was founded would long endure. 

First, was the Congress itself which was to enact the Federal laws in keep- 
ing with the provisions of the Constitution. 

Second, was the executive department of the Federal Government which was 
to carry out, in keeping with the provisions of the Constitution, the laws en- 
acted by the Congress. 

Third, was the Supreme Court which was to rule on the question as to 
whether the laws enacted by the Congress were in accord with the Constitution. 

In connection with the matter before us relative to the amendment of the 
Tennessee Valley Authority Act, I think each Member of Congress in passing 
on these proposals must ask himself, “Is the position I am taking in keeping with 
my oath to uphold and defend the Constitution of the United States?” It is 
my belief that the bill under consideration here is not in keeping with the pro- 
visions of the Constitution of the United States. I am afraid that we too often 
give little consideration to this matter of the constitutionality of laws proposed 
for passage by the Congress, thinking in too many cases that after all we have 
the Supreme Court to rule on such matters. Yet in many, if not most in- 
stances, it is almost impossible to get the matter brought before the Supreme 
Court for judicial determination. And there are those who question whether 
the Supreme Court itself has of late been properly exercising the powers as- 
signed to it. It seems to me under the circumstances, each member should en- 
deavor to analyze for himself whether he is acting and voting in accordance with 
his oath of office to uphold the Constitution of these United States of America. 

It is my belief that a servile Congress, in 1933, created in the Tennessee Valley 
Authority a separate “socialistic empire” within these United States that has now 
grown into a Frankenstein monster that wants to throw off the controls of the 
body that created it. I, for one, will not shirk my duty to fight to the preserva- 
tion of the constitutional obligation to maintain the congressional authority 
prescribed by that great document and to regain those controls already relin- 
quished. If the people of the Tennessee Valley and their Representatives in 
Congress, after having been the recipient of nearly $2 billion of the fruit of the 
labor and sweat of the taxpayers of the Nation, now want to be relieved of 
further control by the people’s Representatives in Congress, I would think more 
of them if they asked permission to secede from the Union. But no, they want 
to continue to benefit at the expense of the taxpayers of the Nation without 
assuming their fair share of the cost and without being subject to control by 
the people’s Representatives in Congress as are other areas of the Nation. 

There were voices in Congress when the TVA Act was originally passed that 
warned of the dangers of approving this socialistic measure. Representative 
Rich said on the floor of the House: 

“We speak today of Muscle Shoals as being the Norris bill and it was suggested 
here that it ought to be designated the ‘Norris bill.’ If I were to designate 
the bill, I would call it the ‘Norris Folly,’ and I think probably this would be the 
best interpretation we could give it, because if we are going to start out today 
on this gigantic plan of putting the Government in business, I believe it is the 
opening wedge for the greatest piece of socialistic legislation that has come up 
before the House of Representatives in the past 2 years that I have been here. 
Itis socialism and Russianism on a gigantic scale.” 

And Representative Eaton said : 

“When the great Russian Soviet experiment was launched I made up my mind 
and have never changed it since, that when that experiment was developed it 
would have but one rival in the world. That was the wonderful social experi- 
ment known as ‘the United States of America.’ Either the whole world would 
become Russian or the whole world would become American. The two principles 
are as far apart as the poles, as light and darkness. Of course, they will modify 
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each other tremendously in their application. But before civilization has settled 
down it must and will determine whether it is to be dominated by the Russian 
principle or the American principle. 

“This bill, and every bill like it, is simply an attempt to graft onto our American 
system the Russian idea and make the government everything and the citizen 
nothing. 

“The great ideal of American civilization is that the individual is the end of 
the civilizing process. Our Government exists to give him a chance to make q 
man of hmself. The Government is the umpire in the game. When it takes the 
field in hurtful competition with its own citizens it ceases to be American.” 

Representative Treadway pointed out that the TVA bill was brought up after 
a few days hearings on the general subject matter and was to be voted upon wtih 
only 2 days consideration and said: 

“In 2 days, therefore, we are to pass upon a program of such magnitude that 
it is difficult to visualize. Not only are we setting the Government up per- 
manently in the fertilizer and power business, but we are undertaking a program 
for the general development of one section of the country at the expense of the 
Public Treasury that may take 50 years to complete. We are committing the 
Government to an ultimate expenditure that may run into the hundreds of mil- 
lions of dollars, and because the Executive has asked for this measure this 
Democratic-controlled Congress is going to place its rubber stamp of approval 
upon it without even permitting the dotting of an ‘i’ or crossing of a ‘t’ and 
without fully realizing the consequences of its actions.” 

And as Raymond Moley wrote in the booklet “Valley Authorities” published 
by the American Enterprise Association : 

“This grand design, however nobly conceived, could hardly have been sus- 
tained either by a reasonably obedient Congress or by the Supreme Court of that 
time. Hence, the early requests for appropriations were, in the light of what 
happened later, relatively modest. And the professed purposes in the bill sub- 
mitted to Congress were hardly descriptive of the immense authority which 
eventually took form. To suggest that there be lavished vast treasure on a 
relatively small section of the Nation at the expense of all would have aroused 
an opposition of other sections that would have quickly manifested itself in 
Congress. And such a stupendous piece of paternalism could never have been 
Squeezed through the Constitution, despite the fact that the general welfare clause 
was already opening the crack which was later to be a veritable breach.” 

How much farther are we to go? Are we to abdicate our responsibilities to 
the people who elected us? Are we to abdicate our responsibilities under the 
Constitution which we swore to uphold? And that is just what we will be doing 
if we pass this proposed bill to amend the Tennessee Valley Authority Act. It 
is but another big step down the road to socialism. Norman Thomas, the peren- 
nial Socialist candidate for President so aptly described TVA as “The only genu- 
inely socialistic act in the New Deal—a flower in the midst of weeds.” 

A little of the history of events leading up to the Tennessee Valley Authority 
Act discloses the underlying objectives of its early proponents. 

The Socialist Party platform in 1926 had these planks among others: 

“1. Nationalization of our natural resources, beginning with the coal mines 
and water sites, particularly at Boulder Dam and Muscle Shoals. 

“2. A publicly owned giant power system under which the Federal Government 
shall cooperate with the States and municipalities in the distribution of electrical 
energy to the people at cost * * *.” 

All during the 1920’s the Public Ownership League (under the active guidance 
of its secretary, Carl D. Thompson, a promient Socialist who formerly was head 
of the Socialist Party Information Bureau) together with the socialistic League 
for Industrial Democracy (formerly the Intercollegiate Socialist Society) were 
actively promoting the socialization of all electric power in the country. 

The December 1923 issue of the Public Ownership magazine, an official publi- 
eation of the Public Ownership League, announced the calling of a conference 
to launch “a movement for nationwide public hydroelectric and superpower 
for the conservation and utilization of the water powers of the country for the 
production of electric energy at cost” and listed the purposes of the conference, 
one of which was “to draft suitable measures for introduction in Congress, pro- 
viding for a national superpower system * * *”, 

It went on to say that “U.S. Senator George W. Norris, of Nebraska, has 
agreed to introduce and is now at work drafting suitable measures providing 
for the public superpower system * * *”. 
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Such a bill (S. 2790) was introduced by Senator Norris on March 10, 1924, 
and according to the league, the bill was to provide for Muscle Shoals to be a 
part of the proposed superpower system. This broad bill got almost no support 
in Congress and was allowed to die. 

In 1926 Senator Norris introduced S. 2147 to create a Federal Power Cor- 

tion in the Tennessee Valley. The emphasis of this bill also was on power 
development, not on navigation and flood control and was not enacted into law. 
In 1937 a somewhat similar bill, Senate Joint Resolution 163 was introduced and 
also failed of enactment into law. 

Having failed to obtain passage of the bills on Muscle Shoals that gave em- 
phasis to power, the next step was the proposal to develop the Tennessee River 
under the subterfuge that navigation and flood control would be the primary 

purposes, with power production incidental. 

Ostensibly the Tennessee Valley Authority was to be a navigation, flood con- 
trol, and resource development agency wherein electric power was to be inci- 
dental to these primary purposes. This stated purpose was, of course, a sub- 
terfuge to the real purpose of its promoters, who even then intended it to be the 
beginning of a gigantic socialistic superpower empire, the forerunner of similar 
empires throughout this beloved freedom-loving country of ours. 

The officials of the TVA itself during the early years of its existence tried to 
keep up this subterfuge during their presentations to the U.S. court regarding 
the TVA activities and program for expansion. Shortly thereafter TVA began 
a gradual usurpation and claiming of authority to do the very things TVA had 
told the U.S. courts and the Congress it would not do. 

The record is clear that TVA needs more congressional control, not less. The 
act should be amended to regain the needed control, not to give away what little 
we now have. 

I think it might be well here to place in the record at this point some excerpts 
of what TVA told the U.S. Circuit Court of Appeals Sixth Circuit on January 
8,1937. The excerpts follow: 

“* * * The Authority has constructed and recommended for construction only 
such dams as are necessary for the improvement of navigation and control of 
destructive floods on the Tennessee and Mississippi River system which are 
valuable for the development of power, but dams constructed at such sites would 
not contribute substantially to the improvement of navigation or the control of 
destructive floods, although their construction would be more feasible for the 
development of power than any of the dams constructed, under construction, or 
recommended for construction by the Authority ; but the Authority has not con- 
structed or recommended for construction and has no intention and no authority 
under the Tennessee Valley Authority Act to construct such dams. 


“It is true that by the terms of the Tennessee Valley Authority Act the steam 
electric generating plant located at Sheffield, Ala., near Wilson Dam, was 
turned over to the defendant Tennessee Valley Authority. But the defendants 
allege that the said steam electric generating plant has not been and is not being 
operated and that there is no plan or intention to operate said plant now or in 
the future, or to construct or operate any other steam electric generating plants. 
The said plant is merely held by the defendant Tennessee Valley Authority 
as an emergency standby plant for national defense purposes in connection with 
the munitions plants located near Muscle Shoals, Ala. 

“The defendant, Tennessee Valley Authority has disposed of and will dispose 
of only such electric energy as is generated from water power inevitably created 
by the operation of the said dams for navigation and flood control and which 
is not needed for governmental purposes and which would otherwise be wasted. 
** * By the mandate of the said act, the Tennessee Valley Authority is di- 
rected to give preference to public agencies in the sale of power and other public 
property. But defendants deny that they have promoted public ownership for 
the distribution of electric energy. The defendants deny that they have incited 
municipalities, or any other customers of the complainants, or any of them, to 
breach existing contracts with the complainants or to purchase their power 
Tequirements from the defendant Tennessee Valley Authority. * * * The de 
fendants allege that in every instance of applications for service received by the 
Tennessee Valley Authority from the communities within the area, such applica- 
tions have been made upon the initiative of the communities involved, without 
Solicitation or incitation upon the part of the defendants.” 
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The record shows that TVA has failed to adhere to any of these solemn state. 
ments as to its future operations. Do you wonder why I say TVA needs more 
congressional control, not less? 

A few years after the above statements to the High U.S. Court, which TVA 
never adhered to, we find Mr. Fitts, a high TVA official who had participated 
in the preparation of the above-mentioned case to the U.S. Court, now telling 
a congressional committee that TVA had the authority to construct steam 
electric generating plants. He told a congressional committee, however, that 
such authority was limited to the Tennessee River Valley. Excerpts from his 
statement follow: 

“My own view about limitations now in the statute are * * * that the TVA 
is authorized to construct dams on the Tennessee River and its tributaries pro- 
vided that those dams are related to navigation and flood control in a material 
sense and further, is authorized to construct steam plants to operate in con- 
junction to those dams within the Tennessee watershed.” 

Mr. Clason then asked Mr. Fitts: ‘‘Will you refer us to the section that would 
limit you to the Tennessee Valley watershed?” 

Mr. Fitts answered: “Yes, sir. Section 4(j).” 

Section 4(j) provides that TVA: 

“Shall have power to construct such dams, and reservoirs, in the Tennessee 
River and its tributaries, as in conjunction with Wilson Dam, and Norris, 
Wheeler, and Pickwick Landing Dams, now under construction, will provide 
a 9-foot channel in the said river and maintain a water supply for the same, 
from Knoxville to its mouth, and will best serve to promote navigation on the 
Tennessee River and its tributaries and control destructive flood waters in the 
Tennessee and Mississippi River drainage basins; and shall have power to 
acquire or construct power houses, power structures, transmission lines, navi- 
gation projects, and incidental works in the Tennessee River and its tributaries, 
and to unite the various power installations into one or more systems by trans- 
mission lines. The directors of the Authority are hereby directed to report to 
Congress their recommendations not later than April 1, 1936, for the unified 
development of the Tennessee River system.” 

Mr. Fitts went on to say: 

“Now, it is my conception, and it always has been ever since I have been the 
one assigned to construe this statute, that the power to construct generating 
plants is contained in this provision, and that it is limited to the construction 
of generating plants within the basin of the Tennessee River. 


“I think it has the right to construct a steam generating plant that is an 
auxiliary to an existing hydroelectric system and it is located within the 
Tennessee River Valley.” 

Yet the record shows that TVA soon ignored the limitation their own 
Solicitor said was in the law and constructed the Shawnee and Gallatin steam 
plants outside the Tennessee River Valley and attempted to get a third plant 
constructed at Fulton, Ky. Only recently, I was told in a letter from TVA that 
they now consider that they have the authority to construct steam electric 
plants inside or outside the Tennessee River Valley. 

In view of this record of progressive usurpation by TVA of powers and author- 
ity which they formerly disclaimed, do you wonder that I say TVA must have 

_ greater congressional control, not less—and that the TVA Act should be amended 
to reestablish those controls inherent under the Constitution of the United States? 

I want to quote what Representative Dondero, a learned and beloved former 
colleague of ours and former chairman of this committee, said on the floor 
of the House on February 15, 1949, when he decried the socialistic proposal to 
appropriate money to TVA to construct steam electric plants. His statement 
is as follows: 

“Mr. Chairman, at the very outset I want to be recorded, as I have been in 
the past, that I am not opposed to the development of power in the river basins 
of our country by the Federal Government. With the demand that exists 
all over the Nation for power I think that is essential and necessary. What I am 
opposed to and where we divide with minds in this body is the projection of the 
Federal Government into the sale of power as a private distributor and in 
competition with investment already made by the citizens of this country and 
already serving the area where these new projects may come into being. 

“In a hearing before the Committee on Public Works last year the year 
before it was developed that if the Federal Government were compelled to 
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pay the taxes, overhead expenses, interest involved in borrowing money, payment 
of dividends, the Federal Government could not produce 1 kilowatt of power 
cheaper than private industry and private investment is now producing it in 
this country. It is because of that unfair advantage by the Federal Govern- 
ment in projecting itself into the power field in competition with private enter- 
prise that sooner or later if the step we are taking today is extended and ex- 
panded private enterprise in the power field will vanish from the American 
scene. That is socialization of industry. If it is so desirable to socialize electric 
power, will someone get up on this floor and tell the Nation why it should not 
be projected into all the other activities of American life—communications, trans- 
portation, mines, food, clothing, and others. But after we have done all of that, 
we will have brought to America an ideology that is foreign to the standards 
and the basic principles upon which this Nation stands, and the Republic of the 
United States will disappear. 

“Congress is now confronted with a proposal that the Tennessee Valley 
Authority construct and operate a steam electric generating plant. This is 
unusual, and in fact an unprecedented request. The Federal Government in 
the past has constructed and operated steam plants, but in every such case 
the legal background for such authorization has been on the basis of national 
defense. The classic example, of course, is the still existing steam plant at 
Muscle Shoals, created under the War Powers Act of 1916 and constructed 
for the purpose of the manufacture of nitrates for ammunition. Similarly, in 
1940, a large steam plant was constructed at Watts Bar, Tenn., as a part of the 
equipment of the TVA for the purpose of augmenting the generating capacity to 
meet national defense demands. In addition, the Atomic Energy Commission, 
at Oak Ridge, has one of the largest steam electric plants in the world, wholly 
devoted to generating power for the manufacture of atomic bombs. 

“With none of these projects has any objection ever been raised as they 
obviously follow the familiar pattern necessary to national preservation. 

“In the case of the pending proposal for the construction of a plant at 
New Johnsonville, Tenn., the matter of national defense is not used as a 
justification. 

“The lack of such justification indicates that the administration is prepared 
to establish a new precedent: That the Federal Government shall accept as a 
normal function the business of producing and selling power commercially, not 
incidental to any other necessary and constitutional functions of government. 
The proposal pending before Congress is unique in other respects. 

“Mr. Chairman, I was saying when I was interrupted a few minutes ago 
that the proposal pending before the Congress is unique in some other respects. 

“The proposal pending before Congress is unique in other respects. For 
example, it is presented as a deficiency appropriation. Until now, deficiencies, 
have always been appropriated only for the continuance of enterprises and 
projects already previously authorized and for which funds have already been 
appropriated. In this case the Congress not only has not authorized and ap- 
propriated money for the steam plant, but in fact only a few months ago Con- 
gress by rolleall votes—two in the House of Representatives—flatly rejected the 
proposal to construct this very same project. No one has yet explained satis- 
factorily how a deficiency appropriation could be made for a project never 
originated and for which no money was ever appropriated. 

“There is a strong doubt that such an appropriation would be legal inasmuch 
as there is nothing in the organic TVA Act as amended which permits the con- 
struction of new steam plants. Even if the act did so provide, it would be 
patently unconstitutional. The TVA was created for the purpose of harnessing 
the Tennessee River so that its facilities for navigation would be improved and 
so that its floods would be controlled. As Senator Norris once said, “These 
are the constitutional pegs upon which the Tennessee Valley Authority Act must 
rest under the commerce clause of the Constitution’.” 

“There must be some lurking doubts as to the acceptance of this long step 
in the direction of socialism in the minds of its proponents. Otherwise the 
problem would have been approached in the normal parliamentary manner 
and under normal parliamentary procedure. The atmosphere of candor is 
lacking in the procedure by which this bill arrives before the House. 

“On February 3, 1949, the chairman of the Appropriations Committee, acting 
either in that capacity or as chairman of the Deficiency Subcommittee of the 
Appropriations Committee, appeared before the Rules Committee and asked 
for a rule to obtain debate on the bill on February 4. He appeared before the 
Rules Committee without a bill. The Appropriations Committee itself had not 


A 
d 
S, 
le | 
e 
e 
0 
i- 
8, 
} 
d 
in 
m 
at 
at 
ic 
ye 
3? 
ar 
in 
ns 
ts 
m 
ne j 
in 
1d 
ar 
to 


102 TENNESSEE VALLEY AUTHORITY 


met to discuss the matter. As I understand it, there had not been a formal 
marking up of the bill by the Deficiency Subcommittee—although this may 
have hapepned among the majority members. Thanks to the wise decision 
of the senior Member of this House, both in age and in consecutive legislative 
experience—the chairman of the Rules Committee—the proposal was given 
short shrift. 

“In my long service in this House I recall no incident where the chairman 
of a committee requested a rule of the Rules Committee before his own com- 
mittee had even held a meeting to consider the measure. 

“This is a House of the Representatives of the people of the United States, 
Whether they bear the label ‘Democrat’ or ‘Republican,’ every Member of this 
House is sworn to sustain the Constitution and to put flag and country before 
partisanship. On that basis every Member in this House has a right to resent 
parliamentary tactics that would have been scorned by the so-called rubberstamp 
Congresses of the early New Deal. 

“A century ago Karl Marx published the Communist Manifesto. The past 
century has been the bloodiest, the cruelest, and in many ways the most 
catastrophic century in the history of mankind. The forces let loose by this 
evil dream of Karl Marx are reaping their harvests down to the present day. 
Only now a cardinal of the Holy Roman Catholic Church awaits his fate at 
the hands of a Marxian court because he placed God before the Soviet Caesars. 
For his courage he may hang, or spend his life in a convict’s cell, or, in the 
mercy of this Marxian court, his term may be shortened. Marxism in Hungary 
is no different than Marism in America, except in degree. 

“Socialism is a complete word. It needs no qualification. An activity of 
government is either socialistic or it is not socialistic. 

“This continent was peopled by men and women whose whole philosophy is 
a rejection of socialism and the planned state idea as conceived by Karl Marx. 
It was pioneered by men and women who believe in God and in America. 

“This small item in the deficiency appropriation calling for the beginning of 
construction of a steam plant for the TVA is little in itself, but the potentialities 
as a precedent can involve enormous sums as the curse of socialized power 
spreads like a creeping paralysis over the economy of our Nation.” 

Its proponents had no illusions as to the real purpose of the original act and 
the contemplated extension to all parts of the country. Representative Byrns 
in the debate on the bill said: 

“Our great leader in the White House has had the vision to see what it will 
mean to the great section of my own State in the development of the great 
Tennessee River Valley Basin and he has stated that in his opinion, it is simply 
the forerunner of similar developments which will take place throughout the 
country. * * * It means also, that if the investment is to be operated by the 
Government, it will present a yardstick by which the utility commissions of 
this country will know, in exact figures, just what it costs to produce power and 
thereby fix the rate to the great consuming public accordingly.” 

Nor can there be any doubt that the intent to force the existing private utility 
systems out of business in the area to be served was contemplated by its pro- 
ponents at the time of the enactment of the bill. Mr. Almon, who said he, Mr. 
McSwain, and Mr. Hill had introduced identical bills, had this to say on the 
bill: 

“The enactment of this legislation will make provision for the sale of power 
at a fair price. The bill as amended is fair to the power interests in that no 
competing lines will be constructed by the Government unless the power company 
refuses to sell their lines. This legislation will fix a yardstick for the price of 
power in that locality, and if the power company does not make their rates to 
conform to same, let them go out of business in that locality.” 

In contrast to this the TVA officials in the early days told the Congress that 
they could operate in conjunction with the local private utilities and would not 
destroy the people’s investment in these companies. The record is clear that this 
was not true. 

TVA said in official press releases and in testimony before congressional com- 
mittee that it was to be a yardstick for electric power, a fair yardstick that would 
provide for all the cost that a private utility had to pay, i.e., interest, State, 
local, and Federal taxes equivalent to the rate private utilities would pay, 
depreciation and all other operating and maintenance expenses; and would 
amortize not only the power investment but the nonpower investment as well. Not- 
withstanding all the false claims to the contrary, TVA has not done these things it 
claimed it was going to do. In connection with this TVA yardstick business, Mr. 
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Clapp, chairman of the TVA Board, even had the effrontery to make the following 
statement before a Senate committee in 1947: 

“Senator Fercuson. At one time, was it not supposed to be used as a yard- 
stick for private industry?” 

“Mr. CLApp. Well, there have been claims made that the TVA power system 
would set up a yardstick. The TVA has not developed or elaborated on that or 
made that claim.” 

Do you wonder why I place little confidence in TVA? 

Now I would like to talk a little about the area within which TVA now serves, 
and the additional area within which it could serve under the present act and 
under the amendment as proposed in H.R. 3460 and similar bills. 

The original TVA Act provided that TVA could dispose of its surplus electric 
power within transmission distance of the place where it was generated. This 
was, of course, a rather loose limitation on the area within which TVA could 
operate. There has been an almost continuous expansion of TVA over the years 
to the present service area of about 80,000 square miles, or double the area of 
the Tennessee River Valley itself. 

In the TVA Annual Report for the fiscal year ending June 30, 1934, the future 
TVA power policy was reported on pages 22 through 24. The areas in which 
TVA initially and ultimately proposed to serve were outlined as follows: 

To provide a workable and economic basis of operations, the Authority 
plans initially to serve certain definite regions and to develop its program 
in those areas before going outside. 

The initial areas selected by the Authority may be roughly described as 
(a) the region immediately proximate to the route of the transmission line 
soon to be constructed by the Authority between Muscle Shoals and the site 
of Norris Dam; (0) the region in proximity to Muscle Shoals, including 
northern Alabama and northeastern Mississippi; and (c) the region in the 
proximity of Norris Dam (the new source of power to be constructed by the 
Authority on the Clinch River in northeast Tennessee) . 

At a later stage in the development it is contemplated to include, roughly, 
the drainage area of the Tennessee River in Kentucky, Alabama, Georgia, 
and North Carolina, and that part of Tennessee which lies east of the west 
margin of the Tennessee drainage area. 

To make the area a workable one and a fair measure of public ownership, 
it should include several cities of substantial size (such as Chattanooga and 
Knoxville) and, ultimately, at least one city of more than a quarter million 
within transmission distance, such as Birmingham, Memphis, Atlanta, or 
Louisville. 

While it is the Authority’s present intention to develop its power program 
in the above-described territory before considering going outside, the Au- 
thority may go outside the area if there are substantial changes in general 
eonditions, facts, or governmental policy, which would necessarily require 
a change in this policy of regional development, or if the privately owned 
utilities in the area do not cooperate in the working out of the program. 

Nothing in the procedure here adopted is to be construed in any sense a 
commitment against extending the Authority’s power operations outside the 
area selected, if the above conditions or the public interest require. Where 
special considerations exist, justifying the Authority’s going outside this 
initial area, the Authority will receive and consider applications based on 
such special considerations. Among such special considerations would be 
unreasonably high rates for service and a failure or absence of public 
regulation to protect the public interest. 

Every effort will be made by the Authority to avoid the construction of 
duplicate physical facilities, or wasteful competitive practices. Accord- 
ingly, where existing lines of privately owned utilities are required to ac- 
complish the Authority’s objectives, as outlined above, a genuine effort will 
be made to purchase such facilities from the private utilities on an equitable 
basis. 

Accounting should show detail of costs, and permit a comparison of opera- 
tions with privately owned plants, to supply a yardstick and an incentive to 
both private and publie managers. 

This and later statements of TVA officials before congressional committees on 
the subject of the area to be served leave little doubt that TVA considers the 
availability of electric power the only legal limitation on the area it can now 
serve, With annual power revenues of over a quarter million dollars and the 
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$750 million from bond issues permitted under H.R. 3460 as written, this power 
availability limitation would be seriously weakened. The potentially possible 
curtailment of 3 million kilowatts or more of Federal loads on the TVA system 
could also create considerable pressure to expand to new markets. 

I seriously question whether the area limitation now proposed can effectively 
resist or prevent the pressure for expansion created by the existence of large 
surplus power capacity derived through major curtailment of existing Federal 
loads and the construction of new generating capacity. 

Under the present knowledge in the art of electric power transmission, power 
is now being directly transmitted a distance of 280 miles in the United States 
and 625 miles in Europe. Plans are underway for the construction of a trans- 
mission line of some 680 miles in length in Argentina. Studies and experiments 
now underway may extend the potential transmission distance to in excess of 
750 miles. It can be seen that under the present law, insofar as the physical and 
legal limitations are concerned, the area within which TVA could transmit and 
dispose of electric power would be that area within something over 600 miles 
from the TVA generating plants. 

In other words, at the present time the TVA for all practical purposes has an 
unlimited area within which it could physically and legally transmit electric 
power if it had the facilities to generate such power. And under their present in- 
terpretation of the TVA Act, they could, without telling Congress in advance, use 
power revenues to finance and construct a transmission line to distant markets 
if they saw fit to do so. Congressman John Taber and I recently asked the TVA 
to furnish us a map showing the area within which the TVA believed it had 
authority to transmit and dispose of electric power. This request was made sev- 
eral months ago and to date they have failed to comply with the request, saying 
that with regard to the TVA service area : 

“The TVA Board has had no interest in expanding this area to serve all mar- 
kets within transmission distance and has never had occasion therefore to try 
to determine the limits of the area which TVA could legally serve. * * *” 

It will be noted that TVA does not mention anything about the fact that they 
might some time in the future decide to construct a transmission line to serve 
one or more distant markets. They only say they have had no interest in serv- 
ing all potential markets within transmission distance. It is this sort of evasive 
answers that TVA officials in the past have used to explain away or later justify 
actions taken in conflict with previous statements as to future programs or in- 
tentions. Do you wonder why I say TVA needs more congressional control, not 
less? 

To prevent the continued expansion of this “socialistic empire” which is 
foreign to the concepts of American freedoms and the basic standards and prin- 
ciples upon which this great Nation was founded, I think Congress should, with- 
out further delay, expressly limit the area within which TVA electric power 
could be transmitted and used. That is the kind of bill that should be before 
this committee today. 

It is said that TVA has a gentlemen’s agreement not to expand their present 
power market area. If that is so, then there should be no objection to writing 
a specific legal limitation on the area within which TVA power can be dis- 
tributed. Both TVA officials and proponents hold up their hands in horror at 
such a suggestion. This in itself raises the question as to how valid a gentle- 
men’s agreement would be in the future. The past record does not commend 
the acceptance of such an agreement. The record shows we need more congres- 
sional control, not less. 

I could go on and on with the record of the TVA failure to operate in accord- 
ance with the way TVA officials and its proponents have said it would. Itisa 
sorry record that its officials and proponents have tried to gloss over and to 
deny over the years, but it is there for anyone to see if he will but read the entire 
record. It is a record that cries out that TVA needs more congressional control, 
not less. 

We are told that the intent of H.R. 3460 is to provide funds to construct 
electric generating plants to meet the needs of the existing TVA service area. If 
this is so, why does not the bill contain a specific restriction on TVA future 
service to that area only? 

Actually, the bill as written invites the expansion of the TVA market area 
by 30 percent more than the present area and contains loopholes for almost 
unlimited expansion beyond that. 

There appears to be a limitation on the area within which TVA can distribute 
the power to be generated by plants constructed or acquired under the pro- 
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bond issues or from power revenues, but there is no restriction on power 
generated at existing plants or those which might be constructed with appro- 
priated funds. While there appears to be a restriction on expansion in connec- 
tion with future contracts for the resale of power by the TVA distributors, 
nothing is said about the distance the distributors can transmit TVA power 
received under existing contracts, many of which have 10 to 20 years to run. 
Nor does the bill provide any restriction on delivery of power by TVA to poten- 
tial industrial customers over their own lines. In fact, the indicated limitation 
on the sale or delivery of TVA power, from plants constructed from proceeds of 
pond issues or revenues, could be circumvented by construction of the necessary 
transmission by the potential customers. 

The only real limitation would be one to specifically define the area within 
which the TVA power could be utilized. 

HLR. 3460 as written provides that TVA shall charge rates for power that will 
produce gross revenue to cover certain specified requirements. The existing TVA 
power contracts run up to periods of 20 years and the rates for TVA power are 
specified under such contracts. TVA in the past has told Congress that the 
Constitution of the United States forbids any change in these contracts or the 
rates specified therein. With Uncle Sam and the taxpayers holding the short 
end of the stick, one need not guess who will be short-changed if sufficient rev- 
enue is not forthcoming. This also raises an interesting question as to what 
happens if there is a default on payment of interest or principal on the proposed 
ponds and the bondholders take over the operations under the bond contracts. 
Could they force higher rates from the local power users or from Federal de- 
fense agencies who now take over 50 percent of the TVA power? These are but 
a few of the questions raised by the bill under consideration here today. 

Now as any businessman knows, the first requirement for going into business 
is to have the capital to construct the needed facilities and to provide working 
capital. If the capital is borrowed, interest must be paid on it and provision 
made to repay the loan over a certain period of time. In the beginning the TVA 
director and later chairman, David Lilienthal, told the House Appropriations 
Committee (in answer to a question by Congressman John Taber) that TVA 
power rates would provide for 344 percent interest on the power investment. 
He also said the rates would provide for all operating expense, depreciation, an 
amount equivalent to the average rate of local, State and Federal taxes paid 
by private utilities, and in addition would amortize not only the power invest- 
ment but the entire project cost in 50 years. 

In contrast to these early claims, made to obtain approval of appropriations of 
the taxpayers’ money, the record shows that not one cent of interest has been 
paid into the Treasury on nearly $2 billion of appropriations made to TVA, 
of which $1,400 million was charged to power. Nor has there been any interest 
paid into the Treasury on the $500 million of Federal funds, which TVA derived 
from power revenues (largely from Federal agencies) and utilized to construct 
new power facilities. 

As noted previously, TVA officials told us in the early days that TVA rates 
would provide for local, State and Federal taxes equivalent to the average rate 
paid by the private utilities of the Nation. Only a portion of such local and 
State taxes have been provided for and not 1 cent of Federal tax has been 
paid by TVA. In fact, when a proposal was made to tax TVA as other prop- 
erty is taxed, Senator Norris, the “father of TVA,” said in opposition thereto: 

“If we go to that extreme, Senators, you can see that the TVA would be out 
of business in 3 months.” 

TVA officials and proponents now tell us that TVA belongs to “all the people” ; 
therefore there is no need to pay ourselves interest or taxes. And besides, they 
say that TVA has been earning a net revenue that is equal to such payments. 
Of course, the record shows that none of said net revenue has been returned to 
the Treasury of “all the people,” to cover such items as interest and taxes on the 
funds appropriated. 

In 1947 as chairman of the Government Corporations Subcommittee of the 
House Appropriations Committee, I insisted that there be included a requirement 
in the fiscal year 1948 appropriations bill—a requirement that TVA make certain 
minimum annual repayments. (H.R. 3460 now seeks to repeal that requirement. ) 
At that time TVA had paid almost nothing back on the taxpayers’ investment 
and showed no signs of making such repayment without being forced to do so 

A total of $185,059,019 has now been paid into the general fund of the Treasury 
This was derived from TVA power revenues. In addition, $65,072,500 of TVA 
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power revenues have been used to retire funded debt. The balance of power 
revenues was used largely to construct additional power facilities for the bene- 
fit of the TVA area itself. Thus we find that the so-called TVA net return has 
not been returned to the people’s Treasury to provide for interest and taxes 
on the TVA power system, but has been utilitzed for the benefit of the TVA area 
itself. To have title without benefit means nothing to the people of those areas 
that have been forced to provide the interest-free funds for TVA and whose 
tax bill is larger because the TVA area does not contribute its proper share. 

It is no wonder, of course, that the private utilities which once operated 
in the TVA area no longer exist. The farmers of my State could not compete 
in the marketplace with farmers in another State who were given almost un- 
limited financing to buy the land and the necessary implements and to provide 
the capital to operate on, all interest-free and tax-free. 

And I know the people of my State and my district do not like to contribute 
taxes and pay interest on hundreds of mililons of dollars to provide well over 
a million kilowatts of electric generating capacity, required solely to heat, 
with electricity, several hundred thousand homes in the TVA area—electricity 
sold at rates below the cost of production and distribution. 

I can only say that TVA needs more congressional control, not less. I must 
therefore oppose this bill that would give TVA almost complete freedom from 
future congressional control. 

If TVA had provided for interest and for taxes at rates equivalent to the 
average percentage of investment paid by the private electric utilities of the 
Nation, it would now have a deficit of around $500 million instead of a claimed 
accumulated net income of $468 million. 

The TVA area is enticing industry through subsidized power rates, to move 
to or locate in the TVA area at the expense of these other areas of the Nation 
that provided the major part of the funds to create and maintain TVA. 

How the representatives of the people outside the TVA area can justify 
voting for this bill which provides for practically abdicating all control over 
this socialistic empire is beyond my comprehension. 

I want to call attention to the fact that there are numbers of persons in the 
TVA area itself that do not believe it to be the blessing its officials and pro- 
ponents would have us believe. In this regard, I want to quote from an editorial 
in the Tupelo, Miss., Journal on June 12, 1953 (Tupelo was one of the first towns 
to distribute TVA power) : 

“* * * the time has come for TVA to back up and admit that the fastest 
growth in the South actually has taken place outside the TVA area and we who 
live within its borders are still as a whole just about the poorest people in 
America. 

“This, of course, would be quite true. For with the exception of giant proj- 
ects like the Oak Ridge atomic energy plant that Uncle Sam has plunked down 
in Tennessee the TVA area has shown less rapid industrial growth than several 
other portions of the South. 

“And in income, the TVA area is still dollar for dollar further behind the 
national average than it was in 1983 when the Tennessee Valley Authority was 
first established.” 

And there is the statement of Dr. Hoskins, president of the University of 
Tennessee condemning the TVA for permanently flooding thousands on thou- 
sands of acres of the finest land in Tennessee. 

TVA was supposed to provide flood protection for the Tennessee River Valley 
and it has ended up by permanently flooding 300,000 or 400,000 thousand acres 
of the finest land in Tennessee. Dr. Hoskins questioned whether TVA was really 
developing the region by its emphasis on power. I quote some excerpts from 
his statement : 

“The proposed construction of the Douglas Dam on the French Broad River 
above Knoxville and near the Jefferson and Sevier County lines raises an impor- 
tant, even a critical, question involving the welfare of a large section of 
Tennessee. 

“Should this dam be constructed? 

“I address myself to this question as a lifelong resident of east Tennessee, 
thoroughly in accord with our defense efforts, and as a friend and supporter 
of Tennessee Valley Authority and its great program. Also, I should note that 
I have no personal interest at stake and that I am approaching the matter from 
a disinterested viewpoint. 

“Let us observe the immediate factual results that will arise from the con- 
struction of this dam. Immediately flooded will be some 31,000 acres of land 
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and an equal amount will be directly affected. Some 3,000 and more persons 
will be removed from their homes. Several large industries, including five 
canning plants and three flour mills, will be eliminated. 

“These are but the rough outlines of damage that will reflect a serious 
illness of the community, as an abscess may be but the simple and visible evi- 
dence of cancer. May I illustrate how deeply the statistical wounds cut into 
the vitals of a whole area. 

“The 31,000 acres of land to be flooded is not merely land. It is the best land 
in Jefferson and Cocke Counties that is capable of supporting a culture and a 
government. Throughout east Tennessee the river bottoms afford almost our 
sole agricultural resource. Blessed with forests, minerals, and power, we are 
nonetheless dependent upon the soil—and the soil of the river bottoms—for our 
standard of living. It is not pleasant to contemplate the permanent impoverish- 
ment of a region that must begin to import its vegetables and truck crops—to 
say nothing of the disruption itself. Yet throughout east Tennessee the following 
areas have already been flooded or now await the rising water. 


“The actual soil lost to these dams—as significant as this loss is—is perhaps 
less tragic than the removal of families from their homes. East Tennessee, 
even in its lush river bottoms, has no corner on soil. Good soil exists elsewhere 
and for a price it can be had. When a home is destroyed, however, the loss 
may be irretrievable. 


“What provision can be made for these dispossessed? Is a Government check 
or ready cash any solution of their problem or of the community problem? 
What wounds will this money heal? What new community, and where, can 
be founded upon cash? * * * The flooding of these lands destroys a community, 
breaks it into bits of flotsam and jetsam humanity—and makes no adequate 
provision even for them—for families or for individuals. There is more than 
damage here. There is destruction, irreparable destruction, irretrievable loss 
for some 3,000 persons. 

“And what of those that remain, the main stock from which the stem is 
broken? Upon them falls the burden of government. 


“Altogether, this proposed dam will cut a considerable slice from east Tennes- 
see—from its body politic—from its body social—from its body economic. And 
altogether, too, let us observe—it is a seizure of common wealth for special 
purposes. 

“And what is all this for? What are the benefits to accrue that would make 
this social and economic destruction worthwhile? What is our democracy 
contemplating in thus altering the face of nature and the course of human 
affairs? 

“There are many advantages of course. Otherwise, the proposal would be 
an absurdity on the face of it. The French Broad is a contributary to the 
Tennessee River system. It is a power potential—a defense potential. And 
it lies within the purposes of the Tennessee Valley Authority to develop this 
region. 

“Here let us pause before a most critical question. Let us be careful of our 
words. If it is the purpose of the Tennessee Valley Authority to develop this 
region—what is the meaning of the word “develop”? If it is democracy we 
are to defend—what is the meaning of democracy? 

“Can we achieve development—can we preserve democracy—by destroying 
the homes, the common wealth, and community life of our people? 

* * * * * 

“T appeal to the Tennessee Valley Authority and to the Federal Government 
for a proper development of this region—for a development that leads to a 
fuller life for our people—to the welfare and security and defense of our democ- 
racy. I submit that democracy has deeper and more enduring purposes than 
the immediate manufacture of powder and shot. I submit that democracy should 
defend itself by nurturing its own inner strength. Our country is more than 
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an aggregate of separate parts. It is a living organism and its members are 
not separable and destructible at will. The hand cannot say to the foot, “I 
have no need of you.” The function of east Tennessee is that of a whole demo- 
cratic community essential to the welfare of the whole. I beg of you to preserve 
it in this right.” ) 

Mr. Davis. Under the circumstances I suppose no questions will be 
asked because it will cause Mr. Jensen’s delay. 

His full statement, without objection, has been made a part of the 
record. 

Mr. Jensen. Thank you, Mr. Chairman. 

Mr. Davis. Mr. Vinson, will you come around, please? 


STATEMENT OF HON. CARL VINSON, A MEMBER OF CONGRESS FROM 
THE STATE OF GEORGIA 


Mr. Vinson. Thank you, Mr. Chairman. 

I want to thank each and every one of you for affording me 
this privilege of appearing before this distinguished and important 
committee to discuss with you frankly and candidly a very, very im- 
portant bill, H.R. 3460. 

Mr. Chairman, all of you know the basic law establishing the Ten- 
nessee Valley Authority had no restriction upon the area in which 
TVA may operate. 

However, TVA has been operating within its present area for many 
years under a gentlemen’s agreement between TVA and surrounding 
private utility companies. 

I understand this gentleman’s agreement as to their respective areas 
of operation is on an entirely friendly and cooperative basis between 
TVA: and the private utilities. 

It is also my information that TVA takes pride in the fact that it 
is living up to this so-called gentlemen’s agreement with private utili- 
ties, as to their respective areas of operation, and that TV A-private 
utility relations are uniformly congenial with that of the private 
utility companies. 

This bill proposes to give TVA its own legal financing and bor- 
rowing powers without congressional supervision or control. I pro- 
pose through the amendment which I am submitting and advocating 
that if TVA is to be granted this tremendously broad financing pow- 
er, Congress should now also write into the law the definite and 
specific area limitation under which TVA is now operating under its 
present gentlemen’s agreement. 

In other words, Mr. Chairman and members of the committee, my 
amendment converts the gentlemen’s agreement to law. That’s all 
the proposed amendment does.. If Congress is going to grant such 
exceedingly broad and unrestricted financing powers to TVA, it 
should by all means write into the law definite territorial limitations, 
as to its operative power, to the area TVA now serves. 

If, in the future, it is desirable for TVA to extend its area opera- 
tion beyond its present territorial area, it should come back to Con- 
gress and then let Congress pass on the desirability of such an ex- 
tension. 

This, Mr. Chairman, is the sensible and sound way to go about this 
thing. 

I Taiileretail that TVA itself is not asking for an enlarged or 
extended area of operation. 
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I am reliably informed that while TVA of course might like to 
have enlarged area of operation, they are primarily interested in 
being given power of self-financing in their own present area of 
operation. 

If Congress is not going to give TVA further financial aid, TVA 
apparently needs some kind of self-financing powers if it is to meet 

nding demands for power in its present operating area. 

And that should be the primary aim of this legislation. 

Why, Mr. Chairman, tack onto it a provision extending TVA ter- 
ritory 25,000 square miles into areas now being well mr efficiently 
served by private utilities on all sides of the presently TV A-served 
area 

Why encroach so heavily upon areas now well served by present 
utilities ? 

Why upset the present gentlemen’s agreement areas and the evi- 
dently pleasant relations now existing in these areas? 

We should limit the area of TVA operation to that now covered 
by the existing gentlemen’s agreement. 

That is all I am asking in this amendment. 

It is the sensible thing to do, if we are to grant TVA these wide 
financing powers. It is fair to all parties. 

Now, listen: My amendment does no harm to anybody or to any 
private or public utility or to any American citizen. It does not 
affect in any way the present operations of TVA. It closes no door 
to future congressional legislation which might be desired as to the 
area or any other feature of TVA. 

And it places safeguards around both public and private utilities, 
which I believe it is our con ional duty to do. 

Mr. Chairman, the wording of the pending bill as to additional 
areas which TVA could serve is very uncertain and ambiguous. 

It is estimated that this additional area of TVA operations as 

rovided in the bill as it is now written is at least 25,000 square miles. 
This is in addition to the 80,000 square miles now served by TVA 
under its so-called gentlemen’s agreement. 

This is an increase of over 30 percent into areas now known as 
private-utility-served areas; and there are those who are of the strong 
opinion that the bill as written even covers a far greater area. 

Now, Mr. Chairman, throughout the years—and I have been here 
a long time—I am on my 45 year now—from the very inception of 
Muscle Shoals, I have always supported TVA legislation. But I have 
always known the area it could cover, at least since the gentlemen’s 
agreement. 

In considering this vitally important legislation, let us use discre- 
tion. Let us limit thé area of TVA in this bill to its present area of 
operation if Congress is going to give TVA these huge self-financing 
powers. I hope this committee will see fit to adopt such an amend- 
ment. That is the intent and purpose of my amendment. 

Now, listen to this. This is very important. This is from this 
committee. Last year in the report which accompanied S. 1868, this 
committee stated : 


The committee is convinced that this bill provides a workable solution of the 
problem of supplying the future power needs of the area served by TVA on a 
basis which will adequately protect the Federal Government, purchasers of TVA 
power, and investors in TVA bonds. 
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I appear this morning in support of an amendment to this bill which 
permit TVA to supply adequate power needs in its present area; will 
adequately protect the Federal Government; will adequately protect 
purchasers of TVA power and investors in TVA bonds; and will also 
protect the municipalities of Georgia, the taxpayers of Georgia, the 
stockholders of the Georgia Power Co., the employees of the Georgia 
Power Co., as well as thousands upon thousands of individuals who 
have investments in private utility companies. 

Last July when the president of the Georgia Power Co appeared 
before the House Commitee on Public Works, he advised this com- 
mittee that the Georgia Power Co. had 5,008 employees operating its 
properties which served 95 percent of the State of Georgia in an area 
of 57,000 square miles. 

As of June 1958, the Georgia Power Co. directly served—now listen 
to this—directly served electrical energy requirements of 662,385 cus- 


tomers in the State of Georgia. In addition, approximately 300,000: 


Georgians receive electric service from 39 rural electric membership 
corporations and 50 municipal electric distribution systems, who in 
turn receive electric power on a wholesale basis from the Georgia 
Power Co. The Power Co. also carries on retail operations with 631 
municipalities. 

Now let me call this to your attention: 

In 1957—it is all here in your records—the Southern Co., with its 
affiliates, including the Heonga Power Co., paid a total tax—a total 
tax—of $55,946,000 in local, State and Federal taxes. 

Now, there is no better authority on the Tennessee Valley Authority 
than my good and learned friend from Alabama, Mr. Jones. In the 
hearing last year you will find on page 19 where Mr. Jones stated that 
the total amount of taxes paid by the Tennessee Valley Authority was 
$9 million. ; 

Mr. Chairman, I am advised that. the taxes paid by Southern Co. 
was considerably larger than the dividends paid to the stockholders. 
The affiliates of the Southern Co., including the Georgia Power Co., 
have over $1 billion invested in their facilities. 

The Southern Co, has 21,000 preferred stockholders and 124,000 
common stockholders in every State of the Union. 

Now, listen: We are talking about home now. That is what I am 
up here for—to speak for those whom I have the honor to serve and 
to represent, 

The Georgia Power Co. has over 8,910 stockholders, 6,600 of whom 
are citizens of Georgia. 

Of all the stockholders in the Georgia Power Co. totaling 8,910 
stockholders, 6,600 of them are citizens of Georgia and are con- 
stituents. Therefore I am appearing this morning in the interests 
of the State of Georgia, the municipalities of the State of Georgia, 
the taxpayers of the State of Georgia, as well as thousands of other 
citizens of this country who have a vital interest in the preservation 
of free enterprise. 

Now, just to give you an example of what the Georgia Power Co. 
does for the State of Georgia, and the municipalities of Georgia, let 
me read to you a newspaper clipping from the Union Recorder of 
Milledgeville, Ga., my hometown, dated Thursday, February 26, 1959. 
I just cut it out of the paper the other day. This is the article that 
appeared in my hometown paper : 
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Power CoMPANY DELIveRS CHECK TO Crry $10,000 


A check for $10,276.14 was delivered to the city of Milledgeville, February 19, 
1959, by H. M. Woodard, district manager of the Georgia Power Co. 

This payment represents 3 percent of the gross receipts in 1958 from the sale 
of electric power to commercial and residential customers of the company under 
the municipal partnership plan. The 3 percent tax is paid by the company in 
place of occupation and franchise taxes and is in addition to the company’s 
property taxes which totaled $5,270,000 last year. 

More than $2,135,000 is being paid to the communities of Georgia for 1958 un- 
der the municipal partnership plan. This is an increase of more than $117,000 
over 1957. 

The company’s total tax bill for 1958 was $26,600,000. This does not include 
the sales tax which the company collects from its customers for the State of 
Georgia nor the sales tax which the company pays on materials used in its 
operations. 

That is three times more than Mr. Jones stated was being paid in 
the 80,000 square miles being operated by the Tennessee Valley 
Authority. 

I want to make mighty sure that Milledgeville, my hometown, and 
630 other municipalities in Georgia, continue to receive these annual 
payments. That is the main reason why I am here today with a sug- 

ted amendment. 

Now, the amendment I propose strikes out the last four words on 
line 13, and all of lines 14 Se 25 on page 2, as well as all of 
lines 1 through 11 on page 3, and substitutes the following in lieu 
thereof. 

This is the amendment. I have had one distributed on your desks: 


Unless otherwise specifically authorized by act of Congress existing and 
subsequently built, leased or acquired power facilities of the Corporation shall 
not be used for the sale or delivery of power for use outside the service 
area of the Corporation as it existed on July 1, 1957, except, when economically 
feasible for exchange-power arrangements with other utility systems with 
which the Corporation had such arrangements on said date. 

Now, let us see what the amendment does. Let us analyze it and 
see exactly what it does: 

1. Unless apacifivally authorized by an act of Congress, present 

wer facilities and those subsequently built, leased or acquired by 

VA shall not be used for the sale or delivery of power for use out- 
side the service area of TVA as it existed on J uly 1, 1957. Members 
of the committee, this carries out exactly the existing “gentlemen’s 
agreement” between the Tennessee Valley Authority officials and the 
utility companies. That is all it does. It writes into the law the 
“gentlemen’s agreement.” 

2. The exception to this prohibition, however, is that when eco- 
nomically feasible it will be permissible for TVA to provide service 
for interconnection with other utility systems for exchange power 
arrangements, if such arrangements were in effect on July 1, 1957. 
Such a plan is now in operation today. 

That is exactly what my amendment seeks to accomplish—merely 
to write into the law the “gentlemen’s agreement” that has been in 
existence down there almost ever since the Tennessee Valley Au- 
thority started, as well as this exception. 

Now, Mr. Chairman, this accomplishes what? This permits the 


expansion of Tennessee Valley Authority facilities within the present 
service area of the Tennessee Valley Authority. 
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It is my understanding that the sole purpose of this bill is to allow 
TVA to finance its future expansions through a bond issue but that 
that expansion is to be limited to the expansion required to meet the 
needs of the communities and users of electricity within the present 
boundaries of TVA. 

My amendment permits this; it merely prohibits TVA from going 
beyond its present service area. That is all the amendment does. 

The bill as written provides that power facilities financed with bond 
proceeds or power revenues shall not be used for the “sale or delivery 
of power” by TVA “outside the counties which lie in whole or in 
part” within the Tennessee River drainage basin or the service 
area in which power generated by the Corporation is being used on 
July 1, 1957 (line 13-21, page 2 of this bill). 

Although the proponents—I want to repeat that—although the pro- 
pore of the bill represent the intention of the bill to be to confine 

VA to its existing service area, with some minor flexibility, the 
truth is—the truth is—that the language of the bill: 

(1) Contains a number of loopholes, ambiguities and excep- 
tions which could be used to expand TVA’s existing service 
area virtually without limit, and 

(2) In addition, in express terms, permits expansion of TVA’s 
existing service area into an additional area of some 25,000 
square miles (or approximately 31 percent of TVA’s existing 
service area) which is not now serviced by TVA. 

The loopholes, ambiguities, and exceptions, which could be used to 
permit unlimited expansion, are: 

(1) The provision does not deal directly with the scope of 
TVA/’s operations but is drafted in terms of the use of power 
facilities financed with the proceeds of bonds or power revenues. 
But existing facilities—get that word “existing”—it is the key 
to the argument—or new facilities financed in any other way 
could be used to expand TVA’s service area without any limita- 
tions whatever. 

(2) The provision is phrased in terms of “sale or delivery” 
(rather than use) of power in the defined areas and, except for 
the proviso which refers — to a “distributor”, does not prohibit 
the purchase of power within the service area for use outside. 
There is, for example, nothing in the provision to prevent an 
industrial customer from taking delivery of power within the 
defined area and using it outside such area. 

(3) Power may be sold or delivered to a Federal agency 
wherever located. It is not clear whether the proviso against re- 
sale by a “distributor” would apply to a Federal agency. If not, 
such an agency as Southeastern Power Administration could 
qualify as a purchaser for resale, and then, obviously, that would 
permit it almost unlimited expansion of the area in which TVA 
power could be used so as to include the entire State of Georgia. 

(4) The bill authorizes a bond issue of $750 million to be out- 
standing at any one time to assist TVA in financing its power 
program. What appears to be words of limitation requiring ap- 
proval by Congress with regard to the use of these bonds for the 
expansion of TVA service areas, actually constitute an authoriza- 
tion for expansion over and above the areas now served by TVA. 
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How does that come about? This comes about as a result of the 
language on lines 17 through 19, which says that it is the intent 
of this act that the facilities constructed with the proceeds of 
these bonds or power revenues can’t be used without prior ap- 
proval by Congress, “for the sale or delivery of power by the 
corporation outside the counties which lie in whole or in part 
within the Tennessee River Drainage Basin.” 

But the geographical studies show that there are about 8,500 
square miles within this drainage basin which are not now served 
by TVA. Thus what appears at first to be a limitation in the 
bill is actually an open invitation to expansion. At least 8,500 
square miles. Bear this in mind. 

(5) The words of limitation with regard to prior approval b 
Congress apply only to the power facilities built or acquired wit. 
the Sroemde of the bond issue or power revenues derived from 
construction resulting from the bond issue. However, there is 
no limitation with regard to the utilization of revenues derived 
from existing facilities. Revenue from these facilities therefore 
could be used for unlimited expansion because there are no words 
of limitation applicable to these facilities. 

(6) In other words, Mr. Chairman, the bill contains no limita- 
tion whatsoever with regard to new facilities—listen carefully—in 
other words, Mr, Chairman, the bill contains no limitation what- 
soever with regard to new facilities that may be constructed on 
the basis of revenues produced by existing facilities. 

We have already spent over nearly $2 billion in the developing of 
the present facilities at TVA. As a matter of fact, the hearings 
show that TVA is indebted to the Government today in the sum of 
over $1,200 million. 

There are some words of limitation with regard to new facilities 
constructed on the basis of the new bond issue authorized by this bill 
or on the basis of revenues produced from the new facilities con- 
structed under the bond issue, but even this part of the bill authorizes 
an expansion of 8,500 square miles in the counties which lie in whole 
or in part within the Tennessee River drainage basin. 

Now, Mr. Chairman, it seems to me that this bill, H.R. 3460, and 
the companion bill by Mr. Jones and the companion bill by Mr. Aber- 
nethy, is so cleverly drafted that hereafter TVA is going to keep two 
sets of books—one set of books will be known as the limited expansion 
set of books and the other the unlimited expansion set of books. 

Now, why do I say that ? 

Well, it 1s perfectly obvious from the way this bill is drafted, that 
any facilities built from the $750 million bond issue cannot be used 
for expansion without congressional approval other than the 8,500 
square miles of expansion which will result from the language with 
regard to the counties lying partially or wholly within the Tennessee 
River drainage area. 

Now, any revenues that are derived from any of these new facilities 
cannot be used for expansion other than that I have just mentioned, 
so they will have to be kept under the limited expansion set of books. 

But if TVA wants to expand without congressional approval, all 


they have to do is to take the revenues from existing facilities which 
were not built from the proceeds of the proposed bond issue, and use 
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those revenues for new facilities without any limitation whatsoever 
and without ever coming back to Congress to even say, “Members of 
Congress, how do you do.” 

This is true because there is no limitation in this bill on the utiliza- 
tion of revenues derived from existing facilities. 

Now, I don’t know how TVA plans to operate in the future, but cer- 
tainly there is nothing in this bil to prevent them from using two 
sets of books, and every time they want to expand into a new area, all 
they have to do is point to the set of books marked “unlimited expan- 
sion” and say, “Congress knew exactly what it was doing. They only 
restricted us from expanding with the proceeds or revenues derived 
from the bond issue. They didn’t restrict us with regard to the pro- 
ceeds from existing facilities built before the bond issue was 
authorized.” 

Therefore, they knew that TVA could expand from this revenue de- 
rived from the existing facility. So, therefore, they did not shut the 
door. So they did not restrict us with regard to the proceeds from the 
existing facilities built before the bonds were issued. 

It is difficult to understand why the language “the counties which 
lie in whole or in part within the Tennessee River drainage basin” is 
used, unless the proponents are demanding that the present service 
areas of TVA be expanded. 

Further geographical expansion should be permitted only after a 
showing of the need therefor and express congressional approval. 

Now, Mr. Chairman, from the standpoint of the Georgia Power Co., 
this service area expansion problem is indeed a grave one. If not 
amended so as to fully rotect this company, the adoption of the bill in 
its present form would have a most immediate and direct adverse ef- 
fect on the company, which, as I have said to you on June 1958, directly 
Rio the electric energy requirements of 662,385 customers in 

eorgia. 

I say that the language on page 2 of the bill—lines 13 to 25—pro- 
vides the expansion of TVA directly or by its power distributors 
throughout counties in the Tennessee River drainage basin, and other 
counties in northwest Georgia now receiving TVA power through the 
North Georgia Electric Membership Corp., to an extent that was 
never dreamed of, even during the 1930's. 

I interpret this language to not only permit, but also to encou 
TVA to service directly some of the municipalities which the Georgia 
Power Co. now serves in northwest Georgia and, in addition, author- 
izes North Georgia Electric Membership Corp., to an extent that was 
never dreamed of, even during the 1930’s. 

I interpret this language to not only permit, but also to encou 
TVA to service directly some of the municipalities which the Georgia 
Power Co. now serves in northwest Georgia and, in addition, author- 
izes North Georgia Electric Membership Corp. a distributor of TVA, 
to extend its sales of TVA power throughout the whole of all of those 
counties in northwest Georgia in which it operated as of July 1, 1957. 
Necessarily, a very uneconomic and destructive duplication of already 
adequate electrical facilities would eventuate. Such an expansion 
would involve the largest cities in northwest Georgia. 

It is for these reasons, Mr. Chairman and members of the commit- 
tee, that I am proposing this amendment, so that the bill will be con- 
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fined to what the stated need is, and not permit action to be taken 
which would adversely affect the municipalities of Georgia, the tax- 

yers of Georgia, the employees of the Georgia Power Co., and the 
stockholders of this and other private utility companies. 

Mr. Chairman in conclusion, let me say this, and I measure m 
words: I offer no apology for ap piry, | here today on behalf of the 
municipalities of Georgia, as well as the Georgia Power Co. The 
Georgia Power Co. is a private utility system owned by private citi- 
zens. It has 8,910 stockholders, 6,600 of whom are citizens of Georgia. 

My amendment very clearly protects my constituents who are stock- 
holders in the George Power Co., and most importantly, the munici- 
palities of my district who do business with the Georgia Power Co. 

If TVA facilities must be expanded to provide for increased power 
demands within its present. area, then let’s confine the bill to only that 


purpose. 

Mr. Chairman, let’s not use a steamroller where a simple sledge 
hammer will do the job. 

I thank you. 

Mr. Davis. Any questions from this side ? 

Mr. Aucutncioss. I have no questions, Mr. Chairman, but I would 
like to commend the distinguished gentleman for a very good state- 
ment. He described the situation very clearly and I for one am going 
to support the amendment that you suggest with a great deal of 
enthusiasm. 

Mr. Vinson. Now, Mr. Chairman, may I say my distinguished 
colleagues Mr. Sikes and Mr. Jonas, of North Carolina, asked me to 
advise the committee that they too were supporting the amendment. 

Mr. Mack. Mr. Chairman. 

Mr. Davis. Congressman Mack. 

Mr. Mack. Mr. Vinson, have there been any extensions of power 
service since January 1, 1959? 

My reason for asking you that question is that with the language 
as it existed at the effective date of this act, would that make any 
material change from January 1, 1959? 

Mr. Vinson. Well, I am not in position to discuss that phase. I 
want to be frank and candid with the committee. I concentrated my 
study on the area and also on the hearings that were developed by 
the most thorough expert on TVA that 1 know of, Mr. Jones. 

I am well fortified to discuss that part. of it but I must beg to be 
excused because I am not in position to give an answer to your ques- 
tion in as intelligent a manner as the question would demand. 

Mr. Mack. That, then, is something that should be considered by 
the committee when it goes into executive session because if any ex- 
tensions have been made since January 1, 1959, it would be, in fact, 
changing the rules in the middle of the game or 

Mr. Vinson. That. is right. 

Mr. Mack (continuing). Ex post facto. 

Mr. Vinson. That is right. 

Mr. Mack. Now, concerning the phrase which immediately follows, 
except when economically feasible for exchange power arrangement. 
As I understand the word “exchange,” one party or one company must 
give something in return, in exchange for what some other company 
gives. This is supposed to apply, I take it, to a case where, say, for 
example, the Georgia Power Co. is giving power to TVA in periods 
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when TVA is short and TVA in return gives power to the Georgia 
Power Co. when it is short of power? 

Mr. Vinson. That is right, that plan is in operation now. That 
is understood and there is a most cordial relation between TVA offi- 
cials and these utility corporations. Why disturb it? Let this 
“oentlemen’s agreement” be written into the law. That is all [ am 
asking for and that is all the Georgia Power Co. is asking for. 

Mr. Mack. I know that that exists at the present time. Now my 
question is, Do any of these public utilities that are on the borderline 
just outside the district, do they have power that they exchange to 
TVA in return for power which TVA gives to them ? 

Mr. Vinson. I regret that I am unable to answer the question. 

Mr. Mack. Now, my impression from knowing the Pacific North- 
west is that public utilities, REA’s, as a rule, very rarely have any 
power which they themselves generate under this particular phrase, 
the additional power could be given to the private power companies 
but it would be impractical to give it to the public utilities just on 
the order of the present served area; isn’t that. correct ? 

Mr. Vinson. I don’t know about that. I imagine you are far more 
conversant with those details than I am. I have been trying to pin- 

oint my statement to a general knowledge of the thoughts that have 

n developed by Mr. Jones and the language of this bill, but I sug- 

gest you propound your question to Mr. Branch or the Georgia 
Power Co. 

I can only repeat what I said at the outset, the most cordial rela- 
tions exist today, I am informed, between the three Directors and the 
utility corporation of that area. All I am asking and all the Georgia 
Power Co. is asking, all these 6,600 of the Georgia Members’ constit- 
uents are asking is—let the gentlemen’s agreement be written into 
law. That is all. 

Mr. Mack. I am in complete agreement with the fact that TVA 
areas should be restricted, whether I want to go along with your 
amendment is something that demands further study. 

You spoke a minute ago, Mr. Vinson, of this gentleman’s agree- 
ment. Is that a voiced agreement between the TVA Directors and 
the power or is ita written one? 

r. Vinson. I understand each one of them knows the area and 
it is so defined in their mind that they are not crossing over on the 
boundaries. 

Mr. Mack. There has never been any written document on that? 

Mr. Vinson. No written document and that is the reason why it is 
highly important to write this amendment, and it is pegged upon the 
area served on July 1, 1957. That is the guideline, and they know it. 

Mr. Mack. In your opinion, haven’t the TVA Directors exceeded 
their authority in making an undertable agreement with either the 
power companies or anybody else? 

Mr. Vinson. No, I don’t think so. I think in doing business with 
the Government in private utilities it is all right to have understand- 
ing and they have an understanding that they serve everything in a 
certain area and they know where it was on July 1, 1957. 

Now, all I am asking is that be put into the law. That is all. 

Mr. Mack. You do not approve any other Government agency 
making undertable agreements with any group? 
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Mr. Vinson. That is no undertable agreement. That is an hon- 
orable ment and it has been recognized. 

Mr. Mack. The TVA Directors, Mr. Vinson, are representing the 
Federal Government. 

Mr. Vinson. All I am asking is to < TVA where it is today, and 
everybody knows where it is today. e utility companies in Ala- 
bama and Mississippi and Georgia and North Carolina and that whole 
area knows exactly where it is, ; 

Mr. Mack. Well, as I understand the operattion today, TVA is 
serving an area of 80,000 square miles ? 

Mr. Vinson. That is right. 

Mr. Mack. And under existing law TVA can go out and extend its 
service area to 300,000 miles under the present law. 

Mr. Vinson. That is exactly what I said in my opening statement 
and that is exactly what I am trying to pinpoint. I am afraid some 
members get themselves confused and say there is a limitation, but 
they lose sight of the fact that Congress has developed TVA by 
expending nearly $2 billion and TVA has great generators and Con- 
gress has refused since 1953 to make any msm em to build any 
more generators; therefore, they have a tremendous electric develop- 
ment there today and if there is no restriction on that development 
they can cover the whole Southeast while this bill only has restriction 
on the $750 million bond. 

Mr. Mack. Unless we pass some kind of a bill on TVA at this session 
of Congress they can continue expanding their lines with $99 million 
a year which TVA now has available from depreciation and from net 
income ¢ 

Mr. Vinson. Well, they couldn’t do much expansion if they made 
any payment on the $2,200 million they owe the Federal Government 
and I don’t know what the revenues are but I know the sensible way 
to ae this is to define the area. 

r. Mack. Lagree with you. 

Mr. Vinson. That is what I am trying to do. 

Mr. Mack. I think most of us are agreed with you on that position. 

Mr. Vinson. I hope the committee can understand as the gentleman 
just said, that there is no limitation on the authority of TVA under 
the organic law, the basic law, to expand. They have the authority 
to do so, but they have never done it. They have reached an under- 
standing with these utility corporations and they haven’t done it, 
and now in this approach i are taking now they want $750 million 
worth of bonds an they say they do not intend to expand with that 
bond issue but, as a matter of fact, they do to the extent of 8,500 
miles in one instance, and 16,000 miles in the other because it embraces 
all of the counties. 

Now I think the sensible thing to do is go ahead and agree to this 
amendment, let this fight stop and do something we all want to do. 
We have invested money in TVA and we should not put our talent 
in the ground and bury it without getting some returns. 

The main purpose of this bill is not for expansion, but it is thrown 
in here and that is what jeopardizes the whole bill. Eliminate that 
and then the bill is so sugar-coated it may not be so bad after all. 

Mr. Broomrretp. Will the gentleman yield ? 


118 TENNESSEE VALLEY AUTHORITY 


Mr. Vinson, frankly, I would like to highly commend you for one 
of the most able statements that have been made so far on this particu- 
lar legislation, and I was particularly interested in your determination 
to preserve the free enterprise system. However, I think most of us 
feel that something cries done along the lines that you have men- 
tioned in your statement today. 

Mr. Vinson. That is right, they have got to be done. 

Mr. BroomrieLp. However, I was curious about another angle that 
hasn’t been discussed so far and especially in your statement you 
emphasize the fact that in your particular State alone that Georgia 
people were paying three times the amount of taxes that TVA is 


r. Vinson. That is right, exactly. 

Mr. Broomrtevp. Now, I don’t think there is any question that most 
of us recognize that TVA has done a wonderful job since its inception. 
It has created a different economic situation down there in the Ten- 
nessee Valley Basin; however, in view of this discrepancy in taxes 
there is no question that they do have a tax advantage over the pri- 
vate utilities system. Why wouldn’t it be advisable then if the Con- 

S gave some consideration, if possible, to give that same tax 
ane to private utilities because, after all, if they have that same tax 
break possibly they could decrease their rates to their customers. Af- 
ter all, many of us represent areas, industrial areas, that are going 
through a real problem today with Bnemapiay ens and we would ap- 
preciate to have the same tax break as well as the TVA area. 

How do you feel about that situation ¢ 

Mr. Vinson. Well, let’s discuss the tax question. All I wanted 
to say was this, I just merely showed what the Georgia Power Co.— 
I am proud of the Georgia Power Co., I have no apologies to be stand- 
ing here in public advocating the things that the Georgia Power Co. 
is advocating in this—it pays to my State and my people and to the 
Federal Government $28 million a year that is the total tax it pays. 

And here, I was reading this very fine examination by my dear 
friend from Alabama, Mr. Jones, and he says that the total amount 
of taxes paid by the TVA was $9 million. 


Mr. Broomrieip. Mr. Vinson, to follow up with my question, do 


you think it is right for your stockholders in your particular State—— 

Mr. Vinson. Relieve me of that kind of a question. Let me confine 
myself to the area, that is all I want to confine myself to. 

r. Broomrre.p. Mr. Chairman, in conclusion I would like to say 
it is quite obvious in view of Mr. Vinson’s statements and the shock- 
ing examples that he pointed out and the far-reaching effects of this 
legislation that it should be fully considered by this committee and 
that we take a little bit more time and give these people who are 
strong opponents to this legislation their day in court. 

I think we are rushing this bill too fast and I see no particular 
hurry in view of what Mr. Vinson mentioned, one of the possibilities 
of two sets of books and a possible unlimited expansion. I think we 
should take due caution before this bill is given final consideration 
by this committee. 

Mrs. Burren. Mr. Chairman ? 

Mr. Jones. Mr. Chairman, I would like to join my colleagues in 
paying compliments to the distinguished leader from the State of 


Georgia. 
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Mr. Vinson. Thank you, sir. 

Mr. Jones. There is no more skillful, artful or persuasive Member 
of the Congress of the United States and I am quite sure that this 
committee is pleased for his coming today and giving us the benefit 
of his views on this important subject. 

Mr. Vinson. I trust that my remarks did not fall on deaf ears. 
[Laughter. ] 

Iam merely trying to do— 

Mr. Jones. I hope none of us gets beyond the shadow of hope. 

Mr. Vinson. That isright,exactly. Thank you. 

Mrs. Brrrcn. Mr. Chairman? 

Mr. Davis. Mrs. Blitch. 

Mrs. Burrcu. I, too, want to commend the distinguished gentleman 
from Georgia who is the dean of the delegation from Georgia and 
almost the dean of the Congress itself, for making this very fine 
statement, bringing out such pertinent facts so very tere 

I want to enlarge on one comment Mr. Vinson made and that is 
concerning the relations between the rural electric membership cor- 

rations in Georgia and between the Georgia Power Co. 

Mr. Vinson. I would say—— 

Mrs. Burrcu. They are excellent and is it not true, Mr. Vinson, that 
there would hardly be any rural electric membership corporations in 
Georgia carrying power to the members of these corporations were it 
not for the marvelous relations with the Georgia Power Co., and their 
wheeling the power into these various communities? 

Mr. Vinson. That is right. The most cordial relations, the most 
cooperative relations, the most congenial relations has always existed 
between the Georgia Power Co. and the REA. 

Now let me say this since it has been mentioned, REA is not in this 
fight at all. It has no relation, not even in looking distance, of the 
issues involved here. 

Mrs. Burren. Thank you. 

Mr. Davis. Mr. Wright, I thought we would try to proceed. 

Mr. Wricur. May I direct a question to my very distinguished and 
respected colleague. 

, too, want to join in commending our colleague for his presenta- 
tion. I think most of the members of the committee are in sympathy 
with the purposes expressed by the gentleman. 

I have one question suggested by the line of questioning pursued 
by our colleague, Mr. Mack. 

Do I understand that the present service area is essentially the same 


asthe service area as existed on July 1, 1957? 


Mr. Vinson. That is my understanding. 
Mr. Wricurt. So far as you know there has been no substantive 


‘change in that area in the meanwhile? 


Mr. Vinson. That is right. And I am pinpointing my whole 
amendment on that date. Here is what the amendment says: 


Unless otherwise specifically authorized by act of Congress existing and 
subsequently built, leased, or acquired power facilities of the Corporation shal! 
not be used for the sale or delivery of power for use outside the service area 

of the Corporation as it existed on July 1,1957 * * * 

It all hangs around the date of July 1957. , 

Mr. Wricur. In the event that the use of this particular date should 
become a stumbling block, is there anything sacred about that date? 
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Would it be acceptable to the gentleman, for instance, were we simply 
to define the area as it existed on the effective date of this act? 

Mr. Vinson. Well, I don’t know whether that would be a good 
sound way to legislate because that would open the door for them to 
expand as far as they wanted to at the time the act became law. You 
legislate on some fixed date unless you are going to say that this 
doesn’t apply and extend over into a period of time. 

For instance, if you wrote a law like that which says on the date 
when this act goes into effect, why, then if I wanted to expand I 
would begin to move my army, I would begin to move, I would begin 
to take in more territory, right now. You couldn’t let is stand 
that way. 

Mr. Wrieut. Against the possibility that some change may have 
occurred between July 1, 1957, and now, would there be anything 
wrong with making the effective date as of today, for instance, 
March 10 or something like that ? 

Mr. Vinson. Why not have a date that everybody knows about. 
This date is a firm date; everybody knew and knows today where 
we were on July 1, 1957. Let’s assume they haven’t advanced any- 
where; I don’t think they have. Then that is the date you want to 
fix and then the utility companies and the TVA Directors know, and 
everybody knows. 

Mr. Wricnr. I was just trying to anticipate a possible problem 
that might arise and I didn’t think it was the purpose of the gentle- 
man to create a retrenchment back to a certain date if any changes 
in the service area may have occurred meanwhile. : 

Mr. Vinson. I am not trying to take anything away from TVA, 
all I am asking is that TVA doesn’t take mine. [Laughter.] 

Thank you, Mr. Chairman. 

Mr. Cramer. Mr. Vinson, I, too, want to congratulate you and I 
think you brought out a significant + ns with regard to the present 
bill in that there is some question of fuzziness in its present form as 
to whether the area limitation covers only the bond issue provision 
and authorization or whether it is intended also to cover the basic 
law and I think an amendment similar to that which you have pro- 
posed would clarify that question so that there is no question but what 
the basic law and financing expansion from receipts as well as bond 
authorization is included in area limitation. 

Mr. Vinson. The basic law gets a new push, a new thrust, or it is: 
driven forward if you put a restriction on the bond issue, 

Mr. Cramer. Don’t you think the bill as drafted leaves that ques- 
tion open 

Mr. Vinson. Why certainly that is what my whole statement is. 

Thank you, Mr. Chairman. 

Mr. Davis. In seeking to accommodate our colleagues and keep 
them from being here until 5 or 6 o’clock this afternoon, I would make 
this suggestion. There are several who want to introduce the presi- 


dents of their private power corporations in their respective States. 
Chairman Vinson has stated that Mr, Sikes and Mr. Boykin approved 


his amendment. 
Mr. Boryxrn. And I have a little statement, Mr. Chairman. 
Mr. Davis. How long will it require? | 
Mr. Boyx1n. Very short. 
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Mr. Davis. Wait a minute, I was going to make this agreement 
with my colleagues in an attempt to be courteous and accommodating. 
If these gentlemen want to introduce these men I would like for them, 
with the exception of Mr. Davis who is going to introduce the next 
witness by a predetermination—— 

Mr. Boykin. Mine won't take but 2 minutes. 

Mr. Davis. I was going to ask the men who wanted to introduce 
their men like Mr. fiud leston, if he will come forward and then 
your introduction will appear immediately before the testimony of 
the gentleman you are about to introduce. So will you come around 
and introduce your man; briefly, please, and then when his time comes 
to appear your statement will be immediately in front. 

Now, Mr. Williams of Mississippi is here and he wanted to introduce 
someone. 

Mr. Sikes, who was here, had to leave. Mr. Boykin was going to in- 
troduce—— 

Mr. Boykin. I didn’t want to introduce anybody, I wanted to make 
alittle statement. [Laughter. ] 

Mr. Chairman—— 

Mr. Davis. Weare always glad to hear from our colleague. 


STATEMENT OF HON. FRANK W. BOYKIN, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF ALABAMA 


Mr. Boykin. I am happy to be here, Mr. Chairman; I served on 
this committee 10 or 15 years. I hated to leave it. Had I stayed 
here I would be chairman today. [Laughter.] 

I served here about a quarter of a century, not quite as long as 
Carl Vinson, but I just thought before I make any statement if you 
will give me that much time that that was the greatest statement 
Ihave ever heard. 

Now, I am as strong for the TVA as my beloved friend Bob Jones 
is; we need them both, we have identically the same thing in Alabama 
as Carl Vinson has in Georgia except we have 17,000 stockholders 
that pay taxes. We could not get along without them and if you 
would give me 1 minute I would like to tell you of just one little 
story that meant so much to our people and it is so important, and 
I think when people have spent all of this money that TVA and 
the REA and the Alabama Power Co. and the Georgia Power Co. 
has that they should have just a little time to say a word or two. 
And whenever any of you come to my committees—I am vice chair- 
man of the Merchant Marine and Fisheries Committee and I am on 
the Veterans Committee—my people insisted that I go on these other 
committees; instead of staying on this. This was my first love. My 
people thought I should go on the Merchant Marine. If you ever 
come down there you can have all the time to say anything you want 
to 


How long are you giving me? 
Mr. Davis. I haven’t restricted you but I just wanted to remind 
- you that this is the third time we have conducted full and complete 
and thorough hearings on this same bill—— 

Mr. Boykin. But I have never been here before, Your Honor, and 
this is my time and this is the biggest company and the biggest tax- 
payer and 17,000 people have stock in this great company and they 


| 
| 


122 TENNESSEE VALLEY AUTHORITY 


are now trying to quote bonds for $500 million and if this goes 
through, this bill that you have here, they will never be able to sell 
another bond in my judgment. 

I know I wouldn’t buy one and I have never owned one, but I 
wish I had because it’s the greatest company I know. And the Ala- 
bama Power Co. has done more for Alabama than any other com- 
pany in the world and the reason the great Tom Martin is not here 
to speak to you all today is because his brother fell dead last week, 
Another wonderful man. And I talked to him last night and was 
hoping he was coming, but he has two able representatives here. 
I think there is no way to just not accept this amendment and 
not have to hear all of us, is there? If we could do that we could 
end it all. It’s a simple amendment; it’s a good amendment; it’s 
the way it has always been. I knew Mr. Lilienthal so well and worked 
with him. I have been in the Congress 26 years and that is a long 
time, and I’m for the TVA and the REA. I have the first plant 
in my district, but I also have this other great plant that is doing 
things that they couldn’t do. However, I am not only speaking for 
myself, Mr. Chairman, but I will read a little statement that we 
did write out over in my office. I am speaking for our entire 
Alabama delegation that has the service of the Alabama Power Co. 
in their mind. I am speaking for all of our men. I am speakin 
for every single solitary one of them. I don’t blame my ‘hele 
friend, Bob Jones, that I love and respect for fighting for the TVA 
and I fought with him every time and I voted for it every time, but 
I don’t want any public business to put any private business out of 
business. 

Mr. Chairman, I am appearing before your committee on behalf of 
myself and other members of the Alabama House delegation who 
have the services of the Alabama Power Co. in their respective con- 
grresiopal districts. We are proud of the Alabama Power Co. and 

eel it has done much for the betterment of our district and our State. 
We are also proud of the great TVA in our State. We are both for 
the Alabama Power Co. and the TVA and want to help both. We 
are all aware of the gentleman’s agreement between the TVA and 
the Alabama Power &. which has been so carefully st by both 
| wage for so many long years. We feel that aie that can be 

one to continue this peaceful coexistence is all to the good and 
that it is to the best interest of all concerned that this great gentle- 
man’s agreement be preserved by making it a law as our one and only 
and great Car] Vinson has suggested. 

Now, that is all I have to say, Mr. Chairman; and I do hope all of 
ag will give this every consideration. It is a thing that ought to 

done. It is a right thing and a great thing and I appreciate the 
time you have given me. 

Thank you, and God bless all of you. 

Mr. Davis. Do you need more time? I don’t want you to think we 
are cutting you off. [Laughter.] 

Mr. Boykin. No, that is all, because I think all of us understand 
it—thank you, Mr. Chairman, but I think Congressman Vinson 
covered it for all of us. I agree with everything he said; all of it. 
He is for the TVA. We certainly don’t want to stop it; it’s done so 
much for us. We have the same thing in Alabama, Mr. Chairman, 
that they have in Georgia. I think the same investments, except we 
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have a few more stockholders that are very much interested in this 
that have been calling me for the past few days. I know we will get 
the right deal from this committee and thank you very much. 

Mr. Davis. Thank you. 

Judge Davis, will you come around? It took us much longer 
to get to you than we thought. This is a tough job up here trying to 
put everybody up first. : 

Somebody from Baltimore, Md., said everybody wants to be on the 
50-yard line. 

ll right, Judge Davis, our distinguished colleague from the State 
of Georgia. 


STATEMENT OF HON. JAMES C. DAVIS, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF GEORGIA 


Mr. James C. Davis. Mr. Chairman, for the benefit of the reporter 
and some of the new members of this committee my name is James 
C. Davis, representing the Fifth Congressional District of Georgia in 
which Atlanta is located. I thank the chairman and the members of 
the committee for this opportunity to appear here to present Mr. 
Harllee Branch, Jr., president of the Southern Co. 

Preliminary to that presentation, with your indulgence, I would 
like to take this re to concur in the very able statement which 
the dean of our Georgia delegation made this morning to the com- 
mittee. I would like to associate myself with him in those remarks. 

A word about the background of Mr. Harllee Branch, Jr. His 
father during the Roosevelt administration and on into the Truman 
administration, was Assistant Postmaster General. I knew his father 
when I served in the Georgia legislature, and Mr. Harllee Branch 
Sr., was the city editor of the Atlanta Journal and I became well 
acquainted with him at that time and have respected and admired him 
until this good date. 

I practiced law at the bar of the Atlanta, Ga., bar with Mr. Branch. 
He practiced in the courts over which I presided for 13 years. During 
the time that I knew him as a ——s attorney and during the time 
that I knew him as judge of the superior court, he established a repu- 
tation that his word is his bond. He is one of the ablest attorneys 
that it has ever been my privilege to know; his ability was soon recog- 
nized by the bench and the bar and by the business people of our 
section. When he was still a very young man he was chosen to be 
president of the Georgia Power Co. Ve did such a splendid job there 
that he was elevated to the presidency of the Southern Co., which 
position he now fills. 

It is a great privilege for me to present to this committee Mr. 
Harllee Branch, Jr., who will speak on behalf of the Georgia Power 
Co. and the Southern Co. 

Mr. Davis. Thank you. Going through the country one time I 
told you I heard a great speech in one of your campaigns and later I 
found Mr. Branch was the speaker. 

Mr. James C. Davis. Thank you, Mr. Chairman; and I am very 


_ grateful for that. 


Mr. Davis. Mr. Branch, you have appeared here before but late in 
the day, and we are trying to give you a fresh start. About how long 
do you think it will require ? 
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Mr. Brancu. Mr. Davis, I have bi ter and have filed with the 
committee and, I assume copies have been distributed, of a statement of 
approximately five pages. Conscious of the pressures under which 
the committee is operating and notwithstanding the very serious and 
eritical impact of this legislation upon those whom I represent, I am 
going to undertake to greatly abbreviate that. I hope that I can 
complete my immediate remarks, allowing time for these gentlemen to 
ask me whatever questions they see fit, within 5 minutes. That is going 
to be my effort, sir. I don’t believe I can do any better than that. 

Mr. Davis. We are not asking you to, but I remember the last time 
you had your argument so well arranged that we all appreciated your 
arguments whether we agreed with you or not, and it was in that 
spirit because I am hoping that you, by a fine statement, will be 
speaking for others similarly situated in the industry. We will 
be glad to hear from you. 


STATEMENT OF HARLLEE BRANCH, JR., PRESIDENT, THE 
SOUTHERN CO., ATLANTA, GA. 


Mr. Brancu. I am very grateful for the chairman’s very kind re- 
marks and I take your time only to do what I must do in fairness 
to myself and that is to thank our distinguished representative, 
Congressman Davis, for his most generous remarks concerning me. 
The chairman has referred to the fact that on some occasions I have 
had the opportunity to speak for Judge Davis, and if I can only live 
up to his introduction as brilliantly as he has lived up to the ones 
I have given him on several occasions, I will be more than happy. 
ioe sige maa I will take only a very few minutes, as I have 
indicated. I represent the Southern Co. in the capacity of its presi- 
dent. The puahern Co. operates in a 120,000-square-mile area, largely 
embracing territories in the State of Georgia and the State of Ala- 
bama and operating through its affiliated companies in 23 counties of 
southeast Mississippi and in a portion of northwest Florida roughly 
extending from Pensacola westward in that great State. 

The affiliated companies of the Southern Co. are those which have 
been referred to here this morning. They are the Alabama Power 
Co., the Georgia Power Co., the Mississippi Power Co., and, for pur- 
poses of the record, because there has been confusion in the past, there 
are two companies in Mississippi—ours is the smaller of the two— 
the Mississippi Power Co. and the other distinguished representative 
of the electric industry in Mississippi, the Mississippi Power & Light 
Co., whose representatves are here today. 

Our Florida affiliate is the Gulf Power Co. 

After the very complimentary and humbling remarks that have 
been made to you regarding our company and companies by the dis- 
tinguished representatives of States in which we have the privilege 
mg honor to serve, I am not going to undertake to go into great 
detail about our operations except to say that they have existed con- 
tinuously from the time that electricity on a really modern basis was 
made available in the Southeast. 

The Southern Co., as Congressman Vinson pointed out to you, has 
over 124,000 common stockholders. It has in addition to that some 
21,000 preferred stockholders in its operating affiliates. I hope that 
this morning you will allow a brief pened: Mr. Chairman, to the 
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presidents of these operating companies who are familiar in specific 
detail with the problems which this legislation would present for 
them, and I am not going to cover that material at all. 

I would say to the members of this committee, wherever you reside 
in the United States, and without exception, you number among your 
constituents a substantial number of the people whose free enterprise 
dollars have been voluntarily risked in the enterprise for which I 
s , and in protection of whose investment I have earnestly asked 
your indulgence this morning. So I am speaking for your constitu- 
ents and for my own investors and for 12,000 men and women, the 
finest men and women that I know of anywhere, who have found 
their livelihood in the enterprise with which I am honored to be 
associated. 

Reference has been made to the tax payments of the Georgia Power 
Co. Let me say that in proportional measure every one of our com- 
panies similarly pay very heavy taxes thus contributing to all of the 
public services of the area they serve. I would picture the totality 
of that by saying to you that our group of four companies in consoli- 
dated taxes paid last year over $58 million. And we pay it on every- 
thing that we do—income, property, and everything else. We are in 


. most areas the largest single taxpayer as we also are the largest single 


industrial plant investor in the areas we serve. We have provided 
perhaps more jobs for more people in our territory than any enter- 
prise in those areas. 

Now, in earlier testimony before this committee in rather a brief 
form last year I undertook to question the wisdom and the desirability 
of revenue bond financing for any Federal corporation or agency. 
What I said on that occasion, and I said it with great sincerity, was 
based on the disturbing impact of revenue bond financing in many 
States, including my own, and my remarks were merely.an echo of 
what many distinguished Members of the House and Senate have said 
on many occasions regarding other mee for extrabudgetary 
financing by national agencies. But the question ultimately of how 
TVA is to be financed I recognize is, of necessity, a matter for the 
legislative and executive discretion of the Government and in the 
limited time available to me today I desire to discuss other aspects of 
H.R. 3460 and its companion bills which are of much graver and more 
particular concern to our companies. We are concerned, Mr. Chair- 
man, that, H.R. 3460, as presently written, eliminates appropriate con- 
gressional control over one of the largest of Federal corporations, per- 
mits the use of an investment of over $1,700 million of taxpayer’s 
money as an earnings and credit basis for the issuance of securities 
by the Authority, and fails to provide any adequate measure of con- 
trol by the Treasury Department and the Budget Bureau over the 
timing and amount of revenue bonds which may be issued pursuant to 
this legislation. 


T shall not go into the details of those objections unless the com- 
mittee desires to question me. 


May I express the hope that by appropriate, and by no means 


-hobbling, amendments you will find it possible to correct these inade- 


quacies which I am sure were unintended by the sponsors of this legis- 
lation. But above all, we are concerned that the bill as resently 
Written contains no adequate and effective territorial limitation. 
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I have pointed out in my prepared statement filed with the com- 
mittee the reasons why no such adequate territorial protection is 
afforded but those observations have been so much more clearly and 
effectively stated by Congressman Vinson and others here this morn- 
ing, that I will merely skip to this statement that this is a matter of 
grave concern to us and to the employees and to the customers, some 
2 million customers served by our enterprise and to more than 130,000 
Americans who are investors in our business. Our service area lies 
immediately adjacent to that of the Tennessee Valley Authority, and 
included within the area of possible expansion referred to by Con- 
gressman Vinson this morning are some of the largest, some of the 
most important communities served by our companies. For example, 


Anniston, Birmingham, and Gadsden, Ala. ; Rome, Ga. ; and Meridian, 


We know, gentlemen of this committee, from actual experience 
what it means to be in competition with a governmentally subsidized 
electric utility. A substantial portion of the present TVA territory 
in Tennessee was originally served by one of our affiliated operating 
companies. It no longer exists. It was known as the Tennessee Elec- 
trict Power Co. The properties of that company were sold to TVA 
and its related organizations in 1939 when it became apparent that 
the company could not hope to survive in competition with a Federal 
corporation enjoying substantial tax exemptions and other cost bene- 
fits not available to nongovernmental utilities. 

A few years later, and only a few years later, and for the same rea- 
sons properties and territory of our Alabama, our Georgia, and Mis- 
sissippi companies had to be ceded or sold to TVA and to municipal 
and cooperative systems obtaining their power supply from TVA. 

So we are not talking about anything that is imaginary, and I men- 
tion that experience not in any recrimination. That is past history. 
But in the earnest hope that this committee will not assume that some- 
body is here in the role of an obstructionist and an alarmist and that 
the danger pointed out here today is imaginary, hypothetical, or 
theoretical. 
. While the original TVA Act did not contain any specific territorial 
limitation, nevertheless officials of TVA, following sale of these prop- 
erties by our companies in 1939 and 1940 quite wisely and gendcotal 
and publicly recognized that there was a continuing overhanging 
threat which would make the financing of any utilities system impos- 
sible or largely impossible and so they publicly announced that with 
the acquisition of these particular properties the Authority’s intended 
service area was complete and that further expansion was deemed 
impractical. I want to say to the distinguished member of the com- 
mittee who inquired regarding that agreement that it was no under- 
cover agreement, it was in ultimate significance not an agreement at 
all but a very fair and utterly necessitous recognition by those who 
were most devoted to TVA that without such a representation to the 
public the impact of the original TVA legislation would be complete 
annihilation for the private enterprise utilites, not only those in the 
immediate area but those within a rapidly expanding and _ never- 
ending feasible transmission distance. 

Except for this assurance I do not believe that our companies and 
other adjacent utilities could have raised the hundreds of millions 
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of dollars which they have been required to spend in order to provide 
adequate and dependable power in their respective service areas. 

I want to say this, as I tried to say it last year, that insofar as our 
companies are concerned the assurances thus given in 1939-40 have 
been scrupulously observed by TVA. However, in my humble judg- 
ment the language of H.R. 3460 and the companion bills will seriously 
becloud, if it does not completely invalidate, what has been here re- 
ferred to as the gentlemen’s agreement, and an arrangement and a 
mutual recognition of territories which has existed between us and 
the TVA for approximately two decades. This would produce such 
uncertainty and uneasiness among investors as to seriously jeopardize 
our companies’ ability to finance except at prohibitive costs, the new 
facilities which will be required to meet our utility obligations to cus- 
tomers in the four States where we serve. 

Let me say to you gentlemen that the new facilities which we expect 
our service area to require this year and the next 2 years alone will 
call for an expenditure of more than $521 million, every dollar of 
which will be a tax dollar and every proceed and income from which 
will be a tax-producing income. 

You do nottane to take my word, and you should not take my word, 
for what the possible impact of this proposed legislation can be. 
Any competent investment counselor will tell you that the mere 
introduction of this bill in the Congress again in January has al- 
ready produced jitters among many existing and potential investors 
in the securities of the electric utilities bordering on the TVA 
territory. 

Within recent weeks we have received a number of telephone calls 
and letters from our shareholders, some of them having large invest- 
ments in our securities, expressing concern over the possibility that 
this legislation may threaten the stability and value of their shares. 

Several leading investment advisory services have already sug- 
gested, by the mere pendency of this resolution in its present form, 
that their clients should be alert to the possible adverse effect of this 
legislation and at least one nationally prominent securities dealer 
has withdrawn previous recommendations for the purchase of securi- 
ties of our companies and other utilities serving the perimeter of TVA. 

Now, gentlemen, I have had the privilege of a rather close and 
Rerougiily satisfactory relationship with many of the directors, not 
only the present directors but past directors of TVA and many of 
the very distinguished engineers and businessmen who serve in that 
enterprise. They have repeatedly said to me as they have publicly 
asserted in connection with this legislation that they do not desire 
to expand their service area or to assume responsibility for the suppl 
of customers outside of the present service area, other than those wit. 
whom they have existing contracts. If this is a true statement of 
TVA’s desires—and I have every reason to believe it is—then I see 
no reason why anyone should object to placing a clearcut limitation 


to that effect in the bill such as has been suggested here this morning. 


Such a limitation could not and should not damage TVA, but it 
would serve as a badly needed reassurance to the investing public 
without whose confidence and continued support the investor-owned 
utilities which are neighbors of TVA cannot possibly hope to meet 
the constantly increasing demands of their customers. 
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May I make it clear that we seek nothing that TVA now serves, 
that we have no desire to hobble or interfere in its operations. We 
ask merely, and I make the earnest plea to this committee, to take 
enterprise which assuredly has tried to be a worthwhile and construe- 
tive corporate citizen, a fair example of American free enterprise in 
decent practice and give us, please, the security and the protection 
such as suggested here this morning and without which whatever 
your intentions and those of the other sponsors of this legislation 
may be, may eventuate, and I believe verily over the years will 
eventuate, in an emasculation of this enterprise. 

Thank you, gentlemen. 

Mr. Davis. Any questions over here? 

Mr. Fatwon. Mr. Branch ? 

Mr. Brancu. Yes, sir; Mr. Fallon. 

Mr. Fauwon. I asked the manager of the TVA yesterday when he 
was testifying here, how many privately owned and operated utility 
companies have been acquired by the TVA since its inception. Could 
you tell me the number of the companies? 

Mr. Branceu. I will undertake to tell you some of the properties 
that I know and I can’t be sure that I am exhaustive. 

Mr. Fatron. You nameda few. Are there some in addition ? 

Mr. Brancw. The TVA, Mr. Fallon, did not take over the Tennes- 
see Power Co. That company went out of business, it sold its operat- 
ing properties and facilities to the TVA. TVA took over properties 
of the Mississippi Power Co.—and when I say it took es over, 
gentlemen, please understand that I am referring both to direct acqui- 
sitions of properties by the Tennessee Valley Authority and acquisi- 
tions of properties by rural cooperatives, municipalities, and other 
TVA distributors which are served by and dependent upon TVA. 
It took over properties in Mississippi, I believe, both in the territory 
formerly occupied by our Mississippi Power Co. and perhaps also to 
— — properties formerly served by the Mississippi Power & 

aght Co, 

It is my understanding that there have been properties taken—— 

Mr. Jones. Excuse me just a minute. Are you describing now 
the properties that were acquired under the purchase of the Com- 
monwealth property in 1939? 

Mr. Branou. That is correct, I am referring to it, Mr. Jones, and 
those are the 1939 or 1940 acquisitions to which I have just referred. 

Included also in those, as Mr. Jones will know, were properties in 
his State, in northeast Alabama, in and around the district that he 
represents; and also through the North Georgia Electric Member- 
ship Corp., which is served by TVA, approximately five counties in 
northwest Georgia. 

It is my understanding, but I can’t verify it and, therefore, you 
should check with other witnesses, that some properties in the Caro- 
lina area and perhaps in Kentucky have been acquired over a period 
of time. I am sorry I am not familiar with the details. 

Mr. Fatton. You also made a statement, Mr. Branch, that some 
of these companies were acquired by the TVA because they couldn't 
compete against the rates that the TVA could sell their electricity for? 

Mr. Brancu. There is no question about that. We would not have 
sold those properties except for the fact that it was perfectly apparent 


thé 
po 
fac 
de 
it 
Av 
be 
he: 
go 
ab 
Ge 
ne 
cu 
sy: 
ap 
fre 
pa 
sul 
thi 
as 
sid 
rer 
me 
to: 
va 
ad 
sti 
si0 
to 
to 
ele 
if | 
no 
the 
Co 
t 
the 
a | 
de: 
col 


TENNESSEE VALLEY AUTHORITY 129 


that they couldn’t exist in competition with a subsidized Government 
power agency and they were sold for that reason and, as a matter of 
fact, I think that was not only impliedly recognized by the public 
declaration of no further expansion intentions by TVA, but I think 
it was recognized in the very early reports of the Tennessee Valley 
Authority, perhaps the first annual report they filed, that there would 
be such an implication and situation. 

Mr. Faution. Mr. Branch, it has been testified on several occasions 
here that taxes are paid to the local communities and to the local 
government by the private utilities. Could you tell the committee 
about what percent of your income is paid directly to the Federal 
Government ? 

Mr. Brancu. Yes, sir; I can. Some of our companies paid in taxes 
nearly 23 cents of every dollar of electric revenues received from their 
customers. Our system as a whole—I speak of The Southern Co.’s 
system as a whole—the four companies, in consolidated taxes, pay 
approximately 23 cents of every dollar of electric revenues received 
from our customers. 

Mr. Fatiton. That makes the Federal Government a one-quarter 
partner in your company. 

Mr. Brancu. All of that doesn’t go to the Federal Government. A 
substantial portion of it does. To the extent that it does, we like to 
think they have been in partnership with us; we hope friendly, just 
as the municipalities have been in partnership with us, too. @ con- 
sider ourselves as at least trying to support the public services. 

Mr. Fation. As one member of the committee, I would like to 
remain a one-quarter partner, because it would be very profiitable to 
me. 

Mr. Brancu. I just hope you won’t get to be a bigger one, sir. 

Mr. Davis. Mr. Wright. 

Mr. Wricut. Mr. Chairman, I wold like to direct a question or two 
tothe witness. 

Mr. Branch, do I understand you correctly in your raising of these 
various other objections to the bill that, even should the committee 
adopt this more restrictive language delineating the service area, you 
still would not favor the adoption of the legislation ? 

Mr. Brancu. No, Mr. Wright, I hope I didn’t create that impres- 
sion. I have sought to do what I think any American citizen ought 
to do when he addresses himself to legislative proposals, to point out 
to this committee, who are seriously studying this matter, certain 
elements in this bill which I think should be carefull considered, and 
if they can be corrected by amendments of the legislation which will 
not damage its purpose, its legitimate purpose, I have recommended 
them for your attention. 

I have tried to say to this committee that if this committee and the 
Congress which you represent sees fit in its wisdom to launch into this 
type of thing for TVA, and if the Executive Department and the 
bureaus which have physical responsibility for the Government feel 
that it is appropriate, all I am saying to you is, please don’t give us 
a bill tending to support them in their legitimate operations which 
destroy us in ours. That is my real objection. 


Mr. Wricur. I think I can say to the gentleman, without fear of 
contradiction, that most of the members of this committee want to 
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be fair and reasonable in this matter and to protect the legitimate in- 
terests, both of such private utility companies, as our witness repre- 
sents, and of the TVA. 

Now, the gentleman does recognize, does he not, from his own con- 
siderable experience as a utility executive, that the vastly increasing 
demand for electric energy requires that any electric operation must 


increase its generating capacity if it is adequately to serve its present’ 


customers 

Mr. Brancn. There is absolutely no question about that and that 
is true regardless of what kind of a utility it is. Li can’t o, however, 
to the point, and simply because I don’t know the inside details of it, 
I know the extent to which my Own companies can sustain the neces- 
sary expansion of their facilities to meet legitimate and growing 
power demands and every area ought to have its growing power de- 
mands served. 

I know to what extent we can do that out of current revenues, re- 
tained earnings, and the extent to which we can do it out of the bene- 
fits of depreciation and such as we have left over after interest on in- 
vestment and so forth. I don’t know the extent to which that is 
possible for TVA, and therefore [ wouldn’t undertake to address 

If they need additional financing, and apparently this committee 
feels that they do, to meet the expanding—and they are expanding— 
needs in their own area, please understand we have no objection to 
them meeting those needs in whatever way is physically sound and 
does not do damage to some other enterprise in America. | 

Mr, WRIGHT. 1 appreciate the gentleman’s statement in that regard. 
I simply wanted to identify that position because I had gained an er- 
roneous impression earfier and I think that clears it up. 

Mr. Brancu. I hope I have made that clear. I certainly intended 


Mr. Davis. Mr. Edmondson. 

Mr. Epxronpson. Mr. Chairman, I would like to ask Mr. Branch a 
question about a problem that is in my mind concerning the amend- 
ment offered by our distinguished colleague from Georgia, Mr. Vin- 
son, whom I respect very highly. 

One of the significant roles, I think, of TVA in recent times was the 

rovision of a vast quantity of power for the Oak Ridge enterprise. 

ou have outlined an expansion program of about half a billion dol- 
lars which indicates that within your own territory and your own 
anticipated customers you are going to have to have vastly expanded 
facilities to meet those. Suppose there should be a need develop 
somewhere along the border of the present TVA territory by the 
Defense Department of the United States for some enterprise or some 
efforts comparable to Oak Ridge. Don’t you see the possibility of a 
danger in this amendment that we would have hamstrung ourselves 


from the provision of that power to a Defense Department agency 
unless we exclude Defense Department enterprises from the effect of 
the amendment ? 

Mr. Brancu. May I answer your question in two ways, Mr. Edmon- 
son ¢ 

Mr. Epmonpson. I would like to hear your comments on it, because 
that disturbs me in my evaluation of that problem. 
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Mr. Brancu. It should disturb you, sir, but I don’t believe that 
your fears on that point are justified, and for this reason: As I heard 
Congressman Vinson present his amendment this morning—and you 
edieemen have copies of it—it starts out without prior congressional 
authorization. I would say to you gentlemen that that provision keeps 
the Congress of the United States, the repository of responsibility for 
this Federal agency and all others, in a constantly fluid and flexible 
condition to justify any expansion, even of territory for that matter, 
that may be justified by any situation where the Defense needs of the 
United States would be prejudiced or could not be otherwise served. 

Let me say to you in the second place, in answer to your question, 
that within the territory served by our four companies I believe are 
concentrated more defense establishments of the United States than 
almost any territory in America. They have never wanted for a 
kilowatt-hour of power and they have gotten power from a utility 
which took the dollars received from the Government and paid out 
appr°ximately 23 cents in taxes of which a substantial portion was 
paid bck into the Federal Treasury. ‘YY 

I might say to you that you might envision a Defense need for 
the shoeing of our servicemen, but that does not necessarily mean that 
a Government shoe factory has got to exist, All I am saying to you 
is that if ever one exists on the periphery, or distant from the 
periphery, and there is any question about its ability to get ample 
power, let me say, first of all, that, unlike TVA, our companies operate 
under Government regulation and there is ample provision in the law 
for a reassignment and reallocation of power for emergency and 
national 

Let me say, in addition to that, that there is power for intercon- 
nections, and we have been happy to serve TVA during the last war 
by relaying power generated hundreds of miles away from TVA 
through our system and neighboring systems in making it available 
for their purposes—for Oak Ridge, specifically. fer 

And let me say to you that billions of kilowatt-hours of electricity 
have flowed in for support of that very essential national atomic- 
energy facility. 

I don’t know whether I answered you or not. I would say to you 
that I think the suggested change made by Mr. Vinson this morn- 
ing will, in the light and context in which we operate—and I have 
been in this business since 1931, through two wars and through a vast 
depression—is amapln to fully take care of any such thing as that as 
might be imagined. That is my humble judgment. 

Mr. Epmonnson. You do not feel, then, that if there were an emer- 
gency defense need for a large amount of TVA power on the border 
and outside the present service area of the TVA that this amend- 
ment would operate to obstruct or to interfere with the Defense 
Department’s use of TVA power in that situation ? 

Mr. Brancu. I am Mere | fully confident that it does not. But 
some person who is specially pleading might contend that it does. 


But those needs have been met, they must be met, they will be met, 
and you may rest assured of it. Just as they said in World War II, 
and it was said by an agency of the Government, the private utilities 
of America never showed up late or without an adequate amount of 
power to make America the strongest nation in the world. And they 
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ee hing, unless they are hobbled to the extent that the Government 
oes that. 
Mr. iaienibone I thank you. 

Mr. Davis. Mr. Mack? 

Mr. Mack. Mr. Branch, I have attended several hearings on this 
TVA bill in previous Congresses and this Congress, and this morn- 
ing was the first time I have ever heard mentioned this so-called “gen- 
tlemen’s agreement,” so-called, I am very happy you made the state- 
ment you did concerning that situation and what brought it about. 

You realize as well as I do that TVA under existing law can use 
this $99 million it obtains a year now from depreciation and from net 
revenues to expand its territory beyond the area now served. Your 
only protection from that, is it not, is the word of the present or the 

ast T'VA Commissioners that they have no intention of expanding 

“spy the present area ? 

r. Brancu. Mr. Mack, may I say that this has certainly been a 
source of reliance and reassurance. It is not the only assurance that 
we have. 

May I call your attention to the fact that the initial TVA legis- 
lation which contained no territorial limitation and no specific limita- 
tion other than reference to economic or feasible transmission dis- 
tance, which is as broad as the United States, while it contained no 
territorial limitation it contained something that this legislation will 
remove in its present form and that is continuing congressional con- 
trol. And so we and our investors have had every day since TVA 
was created, the tribunal here—you are right here and your other 
committees of the Congress—to come and make a showing that a par- 
ticular expenditure was unwarranted, that it was unnecessarily de- 
structive and competitive, and we have had that, but with this bill in 
its present form and with its implied, if not specific invitation, to 
expansion, it will utterly jeopardize the gentlemen’s agreement, it will 
remove the congressional controls which we have heretofore relied 
upon, and without which no utility company in America whose ter- 
ritory is sought to be invaded by TVA will have any forum anywhere 
to be heard in protection of its investment, and in its operations and 
the integrity of its system. 

There will be no State regulatory agencies, for TVA is not subject 
to them; there will be no Federal regulatory agencies, for TVA is 
not subject to them; there will be no congressional committees, be- 
cause TVA in its revenue bond financing will not be subject to them; 
there will be no budget department or other executive department, be- 
cause in the actual design of the system and the determination of the 
territory, the present legislation now before you, in the form in 
which we see it, contains no such provision. 

IT would say to you sir, we have had two things. Our principal 
reliance has been the assurance given first by Captain Krug as a 
Director of TVA, publicly and constantly reported to the Congress, 
maybe not to your committee, but constantly available to and under- 
stood by the Congress and repeatedly referred to in every financing 
session I have ever attended with my companies. 

We also had what we will not have under this law, the continuing 
congressional forum in which to point out a particular encroachment 
if it was sought to be put in and was not justified or warranted. 
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Mr. Mack. This gentlemen’s agreement could be withdrawn by any 
future Board of Commissioners of TVA, and does that handicap the 
issuance of bonds by the private company ; 

Mr. Brancu. If you will give us adequate and continuing controls 
I think we would still have a forum. What I was going to say is that 
due to the fact that this agreement is now jeopardized and beclouded, 
it now becomes, I think, and I say it humbly, imperatively necessary 
that it be written into the law so some future TVA Board may not 
move wherever they see fit in the country. 

Mr. Mack. I would like to ask a few questions on a few words or 
phrases in the Vinson amendment. It says that except when eco- 
nomically feasible for exchange power arrangements with other 
utility systems. 

Mr. Brancu. Yes. 

Mr. Mack. Now, under your arrangements, the Southern Co. and 
its affiliates, at the present time you buy power from TVA ? 

Mr. Brancu. We certainly do, sir. 

Mr. Mack. And do you sell power to TVA at certain seasons ? 

Mr. Brancu. We certainly do, billions of kilowatt-hours in the 
last 10 years. 

Mr. Mack. How would the amount of power that you sell to TVA 
and the amount of power that they sell to you, how would they 
compare in quantity’ Do you sell more to TVA than TVA sells to 
you, or does TV A sell more power to you? 

Mr. Brancu. I can give you that figure approximately, and supply 
it for the record, precisely ; I would guess, and this is something of an 
educated guess, but it would be subject to check, I would say that 
there has been a substantial but not complete balance in the movement 
of that power and in particular years our supply to TVA may have 
what they supplied to our system. 

In periods of rather heavier than normal rainfall on their system 
perhaps theirs might have been larger than ours. I can get that, I 
don’t know how it has been, but let me suggest it is not just a balance- 
out, it is a definite purchase and sale of power between two utilities. 

Mr. Mack. That arrangement is mutually beneficial to the South- 
= ey and its affiliates, and to other power companies, and to the 

Mr. Brancu. I am sure that the TVA would agree with our people 
that it is mutually advantageous. 

Mr. Mack. Thank you. 

Mr. Brancu. Let me say to you, sir, you asked a question earlier 
this morning on the language that I hoped you might ask me. You 
asked whether or not this language wouldn’t preclude such an 
arrangement in the event some generating capacity by a public agency 
ae Nag in and an effective interchange arrangement was de- 
sirable 

Mr. Mack. Since they do not produce power? 

Mr. Brancu. That is right. Let me say to you I don’t know 
whether there are any public agencies presently interconnected with 


TVA; if they are not it has been merely because there has been no 


occasion or necessity for such generating capacities to be brought into 
being. If they should arise I would like to say to you that the first 
clause of Congressman Vinson’s suggested amendment, it would seem 
tome, would amply provide it. 
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never will, unless they are hobbled to the extent that the Government 
does that. 

Mr. Epmonpson. I thank you. 

Mr. Davis. Mr. Mack? 

Mr. Mack. Mr. Branch, I have attended several hearings on this 
TVA bill in previous Congresses and this Congress, and this morn- 
ing was the first time I have ever heard mentioned this so-called “gen- 
tlemen’s agreement,” so-called, I am very happy you made the state- 
ment you did concerning that situation and whe brought it about. 

You realize as well as I do that TVA under existing law can use 
this $99 million it obtains a year now from depreciation and from net 
revenues to expand its territory beyond the area now served. Your 
only “oot are from that, is it not, is the word of the present or the 

ast TVA Commissioners that they have no intention of expanding 
ane the present area ? 

r. Brancu. Mr. Mack, may I say that this has certainly been a 
source of reliance and reassurance. It is not the only assurance that 
we have. 

May I call your attention to the fact that the initial TVA legis- 
lation which contained no territorial limitation and no specific limita- 
tion other than reference to economic or feasible transmission dis- 
tance, which is as broad as the United States, while it contained no 
territorial limitation it contained something that this legislation will 
remove in its present form and that is continuing congressional con- 
trol. And so we and our investors have had every day since TVA 
was created, the tribunal here—you are right here and your other 
committees of the Congress—to come and make a showing that a par- 
ticular expenditure was unwarranted, that it was unnecessarily de- 
structive and competitive, and we have had that, but with this bill in 
its present form and with its implied, if not specific invitation, to 
expansion, it will utterly jeopardize the gentlemen’s agreement, it will 
remove the congressional controls which we have heretofore relied 
upon, and without which no utility company in America whose ter- 
ritory is sought to be invaded by TVA will have any forum anywhere 
to be heard in protection of its investment, and in its operations and 
the integrity of its system. 

There will be no State regulatory agencies, for TVA is not subject 
to them; there will be no Federal regulatory agencies, for TVA is 
not subject to them; there will be no con ional committees, be- 
cause TVA in its revenue bond financing will not be subject to them; 
there will be no budget department or other executive department, be- 
cause in the actual design of the system and the determination of the 
territory, the present legislation now before you, in the form in 
which we see it, contains no such provision. 

I would say to you sir, we have had two things. Our principal 
reliance has been the assurance given first by Captain Krug as a 
Director of TVA, publicly and constantly reported to the Congress, 
maybe not to your committee, but constantly available to and under- 
stood by the feageees and. repeatedly referred to in every financing 
session I have ever attended with my companies. 

We also had what we will not have under this law, the continuing 
congressional forum in which to point out a particular encroachment 
if it was sought to be put in and was not justified or warranted. 
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Mr. Mack. This gentlemen’s agreement could be withdrawn by any 
future Board of Commissioners of TVA, and does that handicap the 
issuance of bonds by the private company ; 

Mr. Brancu. If you will give us adequate and continuing controls 
I think we would still have a forum. What I was going to say is that 
due to the fact that this agreement is now jeopardized and beclouded, 
it now becomes, I think, and I say it humbly, imperatively necessary 
that it be written into the law so some future TVA Board may not 
move wherever they see fit in the country. 

Mr. Mack. I would like to ask a few questions on a few words or 
phrases in the Vinson amendment. It says that except when eco- 
nomically feasible for exchange power arrangements with other 
utility systems. 

Mr. Brancu. Yes. 

Mr. Mack. Now, under your arrangements, the Southern Co. and 
its affiliates, at the present time you buy power from TVA ? 

Mr. Brancu. We certainly do, sir. 

Mr. Mack. And do you sell power to TVA at certain seasons ? 

Mr. Brancu. We certainly do, billions of kilowatt-hours in the 
last 10 years. 

Mr. Mack. How would the amount of power that you sell to TVA 
and the amount of power that they sell to you, how would they 
compare in quantity? Do you sell more to TVA than TVA sells to 
you, or does TVA sell more power to you? 

Mr. Brancu. I can give you that figure approximately, and supply 
it for the record, precisely ; I would guess, and this is something of an 
educated guess, but it would be subject to check, I would say that 
there has been a substantial but not complete balance in the movement 
of that power and in particular years our supply to TVA may have 
exceeded what they supplied to our system. 

In periods of rather heavier than normal rainfall on their system 
perhaps theirs might have been larger than ours. I can get that, I 
don’t know how it has been, but let me suggest it is not just a balance- 
out, it is a definite purchase and sale of power between two utilities. 

Mr. Mack. That arrangement is mutually beneficial to the South- 
ern Co. and its affiliates, and to other power companies, and to the 
TVA? 

Mr. Brancu. I am sure that the TVA would agree with our people 
that it is mutually advantageous. 

Mr. Mack. Thank you. 

Mr. Brancu. Let me say to you, sir, you asked a question earlier 
this morning on the language that I hoped you might ask me. You 
asked whether or not this language wouldn’t preclude such an 
arrangement in the event some generating capacity by a public agency 
a come in and an effective interchange arrangement was de- 
sirable 

Mr. Mack. Since they do not produce power? 

Mr. Brancu. That is right. Let me say to you I don’t know 
whether there are any public agencies presently interconnected with 


TVA; if they are not it has been merely because there has been no 


oecasion or necessity for such generating capacities to be brought into 
being. If they should arise I would like to say to you that the first 
clause of Congressman Vinson’s suggested amendment, it would seem 
tome, would amply provide it. 
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It would call for congressional] direction and ample opportunity 
would be afforded for it. As you approve the creation of appropria- 
tions for a Southeastern Power Administration or the Army engineers 
to build such a project, if one should become necessary or desirable, 
you and your committees would certainly have an ample opportunity 
to direct interconnections with TVA and other utilities. 

So the Vinson amendment, as I refer to it here, because he has just 
presented it, Mr. Vinson’s suggestions, it seems to me, would in no 
wise prejudice or preclude such an arrangement. 

Mr. Davis. Mr. Johnson ? 

Mr. Jounson. I have no questions. 

Mr. Davis. Mr. Cramer? 

Mr. Cramer. I just have one question, Mr. Chairman. I was ve 
interested in your relating this congressional control question to the 
question in the Vinson amendment. In order that the committee 
might fully understand your position, is it not your position that 
even with the Vinson amendment it is important to retain congres- 
sional control over the bond issue financing in the future as is the 
present case on for this agency ? 

Mr. Brancu. I am not an authority on revenue bond financing. I 
don’t even know what the practices are. I should say to you that 
certainly there should be the congressional control provided or sug- 
gested in Mr. Vinson’s amendment. 

I would certainly say that that degree of congressional control for 
expansion of facilities should be retained. Whether other additional 
congressional controls are necessary or desirable would be a matter to 
be addressed to your wisdom, and not mine; I would think that cer- 
tainly TVA as a utility system ought to have that degree of latitude 
and freedom within its existing area for meeting its service needs 
as any other utility would require, but it ought not to be able to over- 
run my territory or some other utility’s territory any more than we 
could overrun their territory without some appropriate tribunal look- 
ing into that matter and seeing what the justifications, or lack of 
justifications, were. 

Mr. Cramer. On the top of page 3 in your statement, you refer to 
controls as regards to Treasury and Budget. 

Mr. Brancu. Yes. 

Mr. Cramer. I would like to ask you to amplify on that as it re- 
lates to this amendment. 

Mr. Brancu. Well, the only thing I had in mind was that I 
happen to be called upon to finance in a much smaller degree, of 
course, than the Federal Government, although at times it seems 
pretty large. 

We are having to raise $128 million this year for our system and I 
try to pick a time to do that in the marketplace where I have to go 
for money, where I won’t be going in on top of 44 other utility bond 
issues. I am not always able to do that. But I merely had in mind 
that it would seem to me appropriate that any Federal agency, 
whether it be the War Department or a Federal corporation, ought 
to have some requirement for timing to the extent that American 
citizens would not be prejudiced by the higher costs of the money that 
might flow from an undue competition at a particular moment, a com- 
petition which might not be normally existent over a longer period of 
time. 
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Mr. Cramer. As far as you are concerned, with the Vinson amend- 
ment, which merely provides congressional control over expansion of 
territories, and the Treasury Department and the Bureau of the 
Budget review of the actual selling and timing of the bonds, are you 
satisfied the latter as well as the former is needed so far as Govern- 
ment control of this bond issue is concerned; is that correct ? ' 

Mr. Brancu. With respect to my companies, if there is protection 
against an expansion of TVA with its subsidized resources into our 
territory, my companies, as companies, have no concern. As an Amer- 
ican citizen I have suggested to you that there should be inquiry into 
these facts just as there have been in my State whenever revenue bond 
financing was proposed. I don’t want to mix up the concern of my 
companies with my personal concern because inevitably my appear- 
ance here will be judged today as representing the attitude of 125,000 
or 130,000 investors and stockholders and the only thing I can speak 
for them on is to the point, please do not permit an unwarranted and 
unjustified encroachment in our territory or an impairment of our 
ability to finance and serve it. 

Mr. Davis. Any other questions ? 

Mr. Yes. 

Mr. Davis. Mr. Schwengel. 

Mr. Scuwencet. Were you here yesterday when the testimony was 
offered by Mr. Wessenhauer ? 

Mr. Brancu. No, sir; I didn’t have that privilege. I was trying 
to get up my own testimony and I figured he wouldn’t contribute 
much to mine. [Laughter.] 

Mr. ScHWENGEL. Tle gave some very impressive testimony—— 

Mr. Brancu. He is a very excellent man, Mr. Con man. 

Mr. Scuwencet. He gave testimony on the growth and use of elec- 
tricity in the TVA area. Are you acquainted with those figures? 

Mr. Brancu. I am not familiar with the figures. Generally, I am 
familiar with the fact that they have achieved a tremendous and 
impressive increase in electric utilization. I would say to you, I 
think—our own is pretty impressive, far ahead of the national aver- 
age—if you would give me the rate reduction that is represented b: 
approximately 23 cents of every dollar that is going to pay taxes 
think I might give him an awful hard run for his money. 

Mr. Scuwence.. My question is, sir, Was there comparable expan- 
sion growth in your area? I am especially interested in the growth 
of the rural use of electricity. 

Mr. Brancu. Our rural use in our territory, I am thinking spe- 
cifically now of the Georgia Power Co, during the years when I was 
president of that company, far exceeded the record for the Nation, was 
among the top, and I believe for our group as a whole is still con- 
siderably out ahead of the national average including some areas that 
reflect public power. 

I can’t make you a specific comparison because I don’t know the TVA 
figures. They certainly have done a great job, and I wouldn’t in any 


- wit take away the achievements of that, although I think Mr. Wessen- 


hauer, has very honestly and candidly said, they have had a little 
advantage. They don’t make power any cheaper than we do, they 
just have a few less expenses. 
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_ Mr. Scuweneet. In your opinion, you would have had comparable 
growth had you had the same opportunity to have the same rate 
structure? 

Mr. Brancu. I hope this won’t sound immodest: I think we would 
have done a little better; competitively, we would have had to do a 
little better. That is a guess; I don’t Ieliow. 

Mr. Davis. Mr. Broomfield ? 

Mr. Broomriep. No. 

Mr. Brancu. Mr. Chairman, may I just say this as I leave the stand, 
If you would afford to the presidents of our four companies a very 
few minutes of time, that is, apart from any questions you gentle- 
men want to ask them, I think there are certain particular specified 
facts that they would like to put in. <A matter of 2, 3, or 4 minutes 
to each of those gentlemen, I think, will be ample. 

(The submitted statement of Mr. Branch follows :) 


STATEMENT OF HARLLEE BRANCH, JR., OF ATLANTA, GA., PRESIDENT OF THE SOUTHERN 
Co., BEFORE House. COMMITTEE ON PUBLIC WoRKS ON H.R. 3460 


Mr. Chairman and members of the committee, my name is Harllee Branch, Jr. 
I am a resident of Atlanta, Ga., and have lived in that city all my life. On 
January 1, 1957, I became president of the Southern Co. after having served for 
a number of years as president of the Georgia Power Co., one of its operating 
affiliates. The other affiliated companies of the Southern Co. system are the 
Alabama, Gulf, and Mississippi power companies. 

Our system companies own and operate an interconnected electric power sys- 
tem serving more than 2 million customers in a 120,000-square-mile service area 
in the States of Alabama, Georgia, Florida, and Mississippi. We employ more 
than 12,000 persons and our extensive generation, transmission, and distribution 
facilities have a present value considerably in excess of a billion dollars. These 
funds have been supplied by more than 145,000 common and preferred stock- 
holders, as well as millions of other Americans whose individual savings have 
been invested in our bonds by insurance companies, savings banks, trustees, and 
similar organizations. 

The owners of our business reside in every one of the 49 States and in many 
foreign countries as well. Every member of this committee has among his or 
her constituents numerous investors in our enterprise. 

Our companies are subject to Federal as well as State regulation and our 
properties as well as our income are subject to local, State, and Federal taxa- 
tion. Few, if any, businesses in our four-State territory have invested quite so 
heavily in plant facilities, or created quite so many job opportunities or con- 
tributed so substantially to essential public services as our companies. In 1958 
alone we set aside more than $58 million for taxes, which represented. over 21 
cents of every dollar we collected in electric revenues. In recent years taxes 
have consumed a larger portion of our revenues than have gone either to our 
owners or our employees. 

In .addition,, our, companies. have spent millions of dollars to promete* the 
economic, industrial, and cultural development of their service areas and have 
been ‘repeatedly praised by State legislatures, town and city councils, and other 
governmental and nongovernmental agencies for their civic interest and leader- 
ship. 

It is against this background of continued and earnest efforts to prove our- 
selves useful corporate citizens that we appear before you today to point out the 
serious threat which H.R. 3460, in its present form, poses for our companies. 

In earlier testimony before this committee I have questioned the wisdom and 
desirability of revenue-bond financing for any Federal corporation or agency. 
What I said on that occasion was based on the disturbing impact of revenue-bond 
smancing in many States including my own, and my remarks were merely an 
echo of what many distinguished Members of the House and Senate have said 
over the years regarding other proposals for extrabudgetary financing by na- 
tional agencies. But the question of how TVA is to be financed is a matter for 
the legislative and executive branches of the Government to determine and, in 
the limited time available to me today, I shall discuss other aspects of H.R. 3460 
of much graver and more direct concern to our companies. 
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We are concerned that H.R. 3460, as presently written, eliminates appropriate 
congressional control over one of the largest of Federal corporations, permits 
the use of an investment of over $1,700 million of taxpayers’ money as an earn- 
ings and credit basis for the issuance of securities by the authority, and fails 
to provide any adequate measure of control by the Treasury Department and the 
Budget Bureau over the timing and amount of revenue bonds which may be 
issued pursuant to this legislation. 

Above all, we are concerned that the bill contains no adequate and effective 
territorial limitation. 

As now written, the bill would permit TVA to use its existing facilities as 
well as any new facilities which it might construct or acquire, other than those 
financed by revenue bonds, to extend, without limitation, its operations beyond 
its present service area and into territory now being served by investor owned, 
regulated, and taxpaying electric utilities. 

There is language in the bill which, on its face, might seem to constitute a 
territorial limitation, with respect to new facilities financed by revenue bonds 
or power revenues. However, this language is illusory. Instead of confining 
TVA to its existing service area, the language actually amounts to an open 
invitation—if, indeed, it does not constitute what some may hereafter seek 
to construe as a “mandate’—for the Authority to materially expand its facil- 
ities and its territory even to the extent of duplicating and perhaps ultimately 
taking over the properties of neighboing utility companies. The language is 
broad enough to permit an extension of TVA electric service into some 25,000 
squares miles of territory not previously served by the Authority. 

This is a matter of grave concern to us. Our service area lies immediately 
adjacent to that of the Tennessee Valley Authority, and included within the 
area of possible expansion permitted by H.R. 3460 are some of the largest and 
most important communities served by our companies—for example, Anniston, 
Birmingham, and Gadsden, Ala.; Rome, Ga.; and Meridian, Miss. 

Within the additional territory in Alabama which the bill would specifically 
pemit TVA to serve, is located more than 40 percent of Alabama Power Co.’s 
present total customers and total electric load. In 1957, that company derived 
40.3 percent of its total electric revenues from this territory. A similarly 
serious threat, differing only in degree, would be posed for our system companies 
and other electric utilities serving in other States adjacent to the TVA territory. 

We know from actual experience what it means to be in competition with 
a governmentally subsidized utility. A substantial portion of the present TVA 
territory in Tennessee was originally served by one of our affiliated operating 
companies, the former Tennessee Electric Power Co. The properties of that 
company were sold to TVA and related organizations in 1939 when it became 
apparent that the company could not hope to survive in competition with a 
Federal corporation enjoying substantial tax exemptions and other cost benefits 
not available to nongovernmental utilities. A few years later, and for the 
same reason, properties and territory of our Alabama, Georgia, and Mississippi 
companies had to be ceded or sold to TVA and to municipal and cooperative 
systems obtaining their power supply from TVA. 

While the original TVA Act did not contain any specific territorial limitation, 
nevertheless, officials of the TVA, following the sale of properties by our com- 
panies in 19389 and 1940, publicly announced that with the acquisition of these 
particular properties the Authority’s intended service area was complete and 
that further expansion was deemed impractical. Except for this assurance, I 


do not believe that our companies and other adjacent utilities could have raised 


the hundreds of millions of dollars which they have been required to expend in 
order to provide adequate and dependable power in their respective areas. 

I would like to say that, insofar as our companies are concerned, the assur- 
ances given in 1989 and 1940 have been scrupulously observed by TVA. How- 
ever, in my humble judgment, the language in H.R. 3460 will seriously becloud, 
if not completely invalidate, the “gentlemen’s agreement” which has existed 
between us and TVA for approximately two decades. This would produce such 
uncertainty and uneasiness among investors as to seriously jeopardize our com- 
panies’ ability to finance, except at prohibitive costs, the new facilities which 
will be required to meet our utility obligations to customers in the four States 
where we serve. The new facilities which we expect to install in the 3-year 
period, 1959-61, will call for an expenditure of more than $500 million. 

You do not have to take my word for this. Any competent investment coun- 
selor will tell you that the mere introduction of this bill in the Congress has 
already produced jitters among many existing and potential investors in the 
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securities of the electric utilities bordering on the TVA territory. Within 
recent weeks we have received a number of telephone calls and letters from our 
shareholders—some of them having large investments in our securities—expresgs- 
ing concern over the possibility that this legislation might threaten the stability 
and value of their shares. Several leading investment advisory services have 
suggested that their clients should be alert to the possible adverse impact of 
this legislation and at least one nationally prominent securities dealer has with- 
drawn previous recommendations for the purchase of securities of our compa- 
nies and other utilities serving the perimeter of TVA. 

Spokesmen for TVA have repeatedly asserted that the Authority does not 
desire to expand either its service area or to assume responsibility for the sup- 
ply of any customers outside of the present service area other than those with 
whom they have existing contracts. If this is a true statement of TVA’s 
desires and intentions, and I have every reason to believe that it is, then I see 
no reason why anyone should object to placing a clear-cut limitation to that 
effect in the bill. Such a limitation could not possibly damage TVA, but it 
would serve as a badly needed reassurance to the investing public without 
whose confidence and continued support the investor-owned utilities which are 
neighbors of TVA cannot possibly hope to meet the constantly increasing power 
demands of their customers. 


Mr. Davis. Off the record. 

(Discussion off the record.) 

Mr. Davis. On the record. 

Without objection I would like to aoe in the record the position 
on this bill as expressed in a letter from Vice President Julian D. 
Conover, representing the American Mining Con ; one by Mrs. 
Kee, of West ‘Yirginia; and our colleague, John P. Saylor; and our 
colleague Jame? E. Van Zandt. 

I will hand you these and without objection we will return at 2 
o’clock because we have permission to sit. 

(The statements follow :) 


STATEMENT OF Hon. JoHN P. SAytor, A MEMBER IN CONGRESS FROM THE 22D 
District, STATE OF PENNSYLVANIA 


Mr. Chairman, I appreciate the opportunity of appearing before this com- 
mittee. It is with a great deal of regret that I may seem critical of a Govern- 
ment activity that is very close to the chairman’s heart. But there are some 
things very close to my heart, too. 

Today we are considering legislation that will have a great deal of bearing 
on the future operations of the Tennessee Valley Authority. Contrary to what 
some people may think, the question involves more than a local situation. 
TVA has been financed by the people of the United States. Every cent that 
has gone into it has either been appropriated from tax funds or has come from 
revenues that should have been returned to the U.S. Treasury. This talk about 
the power consumers paying for it is a delusion. The money that has been 
returned to the U.S. Treasury by TVA would not begin to pay the interest the 
people have paid on the money they have invested in this agency. 

For years, Mr. Chairman, TVA or the recipients of its gratuities have competed 
for industries with other sections of the country. They have taken the money 
of unwilling investors from other sections of the country and used the subsidized 
facilities constructed therewith to pirate industries from the localities that have 
been feeding them. 

In other words, they have been biting the hand that was feeding them. But 
they are no longer satisfied with just biting the hand, Mr. Chairman, now they 
are trying to swallow the whole body. They not only want to take our indus- 
tries, but they want to buy their equipment from foreign manufacturers and 
thereby deprive our people of jobs. The tax and interest and other subsidies 
they have enjoyed for years are not enough, Mr. Chairman, they have to chisel 
a little more to save another fraction of a mill on power. 

They have been beating down the price of coal ever since they got into 
the steampower business, necessitating mining at substandard wages. Since 
TVA consumes most of the coal produced in Tennessee and in the vicinity 
of TVA, they are able to beat down the price. You come to our terms or we 
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don’t do business. It is just that simple. The mines either have to come down 
in price or shut down. I do not suppose it would bother TVA if the mines did 
shut down; then it could open up its own coal mines and socialize that industry 
as it has the power industry. 

But the thing that is bothering me now, Mr. Chairman, is the utter disregard 
TVA is showing for our own economy by buying foreign equipment when skilled 
mechanics in this country—in my own district if you please—are out of work. 
With the disregard they show now, when under some control by Congress, what 
would this giant Federal monopoly do if left to its own devices? The other 
day my friend the gentleman from West Virginia (Mr. Bailey) said they were 
getting too big for their britches. Why, they have outgrown the whole suit. 

The Directors of TVA said that these foreign purchases would not hurt the 
country. It wold give the foreign countries some money that could be spent 
over here so this reciprocal trade would bolster our economy. This trickle 
up and trickle down theory is hard to explain to workmen with hungry families. 
It is hard for them to understand why a Federal agency should deprive them of 
work by trading with a foreign company now, with the faint hope that it might 
generate a little work for them 3 or 4 years from now. The TVA Directors 
should come up to my district and try to explain that to some hungry people. 

The Chattanooga Times, which blindly supports all TVA acts, in an edi- 
torial dated March 5, asks the question: “What would any good businessman 
do if he received a much lower bid from company A?” It then answers the 
question by saying, “Why, he would accept company A’s bid, of course.” 

Mr. Chairman, let me submit to you there is quite a distinction between 
“any good businessman” and TVA. The businessman is in a field of rugged com- 
petition, faced with high taxes and high cost of investment capital besides 
the fact that he has to make a profit if he is going to stay in business. These 
four requisites are all foreign to TVA. 

The TVA is going to stay in business come hell or high water, and it has no 
competition. It is already selling a cheap commodity subsidized out of the 
pockets of the country’s taxpayers. The only thing it can gain by these foreign 
purchases is a little cheaper power with the savings taken out of the life blood 
of the American working men and women and their industries. The savings 
would not be enough to even be noticed by the privileged few who are consuming 
TVA’s subsidized power. 

The legisiation we are considering, Mr. Chairman, would relieve this “sacred 
ealf” of virtually all Government control, both congressional and legislative, 
and leave it free to spread its un-American tactics over greater areas of our 
beloved country. It wants the freedom of a business enterprise and yet wants 
to continue to wear the cloak of Government; free of all regulations, taxes, and 
other restrictions imposed upon our free enterprise businesses. 

What we need is more—not less—control over this giant Federal monopoly. 
It should be kept exactly where it is. Congress should maintain an exacting 
control over all of its finances and its policies. It should repay, with adequate 
interest, not only all of the money that has been appropriated to it, but the 
revenues it has spent on increasing its facilities. This money should be repaid 
in 40—not 160—years. And it should be required to pay into the Federal Treas- 
ury each year an amount equivalent to the Federal taxes that would be paid by 
TVA if it were a private business undertaking. 

Iam against Government in business, but I am even stronger against a revenue 
bond concept of financing Government operations. It takes control of our Fed- 
eral purse strings away from Congress and establishes a dual system of financ- 
ing which can only lead to Federal financial chaos, especially when adopted by 
dozens of other Federal activities, as it will be, once this precedent is established. 


STATEMENT OF Hon. EvizaperH M. KEE, MEMBER OF CONGRESS, FirTH West 
INIA DISTRICT 


Mr. Chairman and other distinguished members of the Public Works Com- 
mittee of the House of Representatives, I deeply appreciate this opportunity, 
which you have so graciously extended, to present a brief statement of my oppo- 
sition to H.R. 3460 and similar measures. I have two particular reasons for 
opposing this bill. 

First, I can see no good reason why the TVA should be permitted to expand its 
present service area. H.R. 3460, as I understand it, will permit the TVA to ex- 
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pand into an area of some 25,000 square miles, or more than 30 percent above its 
existing area. This expansion would include all of the Tennessee River drain- 
age basin not now served by TVA and all of the counties which are now only 
partially within TVA’s existing area of the drainage basin, plus up to 5 miles 
beyond the boundaries of this expanded service area to take care of expansion 
of communities now served by TVA. 

It is my understanding that the major part of this area is now served by in- 
vestor-owned power companies, and I have heard no complaint which would 
Justify the expansion of TYA into this territory. 

Second, this bill would also remove the TVA from the control of Congress and 
from the control of the Treasury Department. 

The Treasury Department is charged with the responsibility of the management 
of the Government debt. The issuance of bonds by the TVA should not be al- 
lowed to conflict in any way with the management of the entire public debt of 
the United States, and, therefore, the issuance of bonds as provided by this bill 
should be controlled by the Treasury Department. 

Pxisting congressional controls consisting of the need for approval of TVA’s 
budget and the application of the Government Corporations Appropriations Act 
should be continued. Both of these are presently eliminated, so I am advised, 
by H.R. 3640. 

In providing in any way for the increased power requirements of the area 
served by TVA, these two points which I have here stated should be included. 

Mr. Chairman, the overwhelming population of the Fifth Congressional Dis- 
trict of West Virginia is very much opposed to H.R. 3640 and similar bills. 
Therefore, I will personally appreciate the committee’s consideration of this 


brief statement. 


STATEMENT oF Hon. JAMES E. VAN ZANpT, MEMBER OF ConGrEss, 20TH District 
OF PENNSYLVANIA 


Mr. Chairman, I appear in opposition to H.R. 3460. I shall not attempt to out- 
line in detail my numerous objections to this legislative proposal. Instead, I 
shall concentrate upon those implications of the bill which have a direct impact 
upon the district which I represent. 

It is my studied opinion that the TVA, one of the primary purposes of which 
was flood control, has already overrun its own banks and today threatens a 
very large segment of America’s electric power industry. Such advantages 
as being able to borrow money without interest, operating free of Federal tax 
laws, and attempting to extend repayments into infinity—these unfair ad- 
vantages should never be permitted by the Congress. In the interest of time, 
I shall not expand on these details, as I know that they will be brought to the 
attention of the committee by other witnesses. 

Regardless of one’s position on the philosophy of public power, it is my hope 
that a substantial majority of the Members of Congress will look upon TVA’s 
latest attempt to meander off on its own irresponsible way as an affront to 
established and traditional Government authority and procedure. To pass 
legislation removing congressional control from the TVA would, in effect, 
create a bureaucratic Frankenstein capable of destroying the very arenes that 
has made this country the industrial leader of the world. 

Mr. Chairman, whether or not a Member of Congress represents an area in 
the immediate periphery of the TVA service area, he should weigh carefully 
any proposal to unleash a bureaucratic bulldozer that has all the capabilities— 
emanating from Federal fiscal favoritism—of overrunning private electric power 
interests. We in Pennsylvania certainly do not want our business fields invaded 
by Government monstrosities subsidized through the Federal Treasury. 

We also have other important reasons for objecting to H.R. 3460, one of which 
is that this very agency has already caused considerable economic difficulties 
through its purchasing policies. TVA has ignored union and Federal wage 
standards in buying coal for its steam plants. Equally notorious is its contract 
with a foreign firm to obtain generating equipment which would otherwise be 
manufactured in western Pennsylvania, where depressed areas abound. 

Mr. Chairman, never before in recent years has there been such vital need 
for rational legislation to give economic stimulus to our stricken communities. 
To load TVA with more authority to advance along its own reckless course 
would place further unfair burdens upon every taxpaying individual and cor- 
poration outside of the authority’s sphere of influence. Based on past per- 


fi 
le 
Page 
\ 
a 
h 
fi 
u 
v 
re 
tl 
li 
pi 
y 
a 
T 
it 
a 
Vi 
th 
th 
P. 
er 
H 
™m 


TENNESSEE VALLEY AUTHORITY 141 


formance, TV A's buying policies would tend to prolong the idleness that per- 
sists throughout my State’and in many other regions. H.R. 3460. and similar 


legislative proposals should be shunted outside once and for all. 


AMERICAN MINING CONGRESS, 
Washington, D.C., March 10, 1959. 
Hon. CHARLES A, BUCKLEY, 
Chairman, House Public Works Committee, 
House Ofice Building, Washington, D.C. 

Dear Mr. Buckiey: The American Mining Congress, a national organization 
representing all branches of the mining industry, is strongly opposed to H.R. 
3460, the now-pending proposal to amend the Tennessee Valley Authority Act 
and to convert the TVA into a self-financing agency. 

TVA is the largest single customer of the domestic coal-mining industry. Ac- 


cordingly that industry, which is a substantial part of our membership, is vitally 
concerned with this bill, which would seriously affect its economic health. We 


heartily endorse the testimony presented to your committee by William W. Bay- 
field, executive vice president, American Coal Sales Association.. He aptly sums 
up the ‘experience of the coal industry ‘with TVA: and concisely presents the 
views we hold with respect to H.R. 3460 which you are considering in the cur- 
rent hearings, 

We respectfully urge the committee in considering any legislation dealing with 
the financing of TVA’s vast operations to (1) limit to its present geographical 
limits the service area of the Tennessee Valley Authority, (2) maintain the 
present statutory safeguards of congressional and budgetary control, and (3) 
require TVA to repay its existing Government debt with interest. 

We firmly believe that legislation should not be enacted which delegates to 
administrative managers such broad powers as those contained in H.R. 3460. 
Traditionally Congress has been the guardian of the pursestrings and has main- 
tained a vigilant watch over the conduct of agencies of Government created by 
it. It should not abdicate that power. 

We appreciate the opportunity of expressing our views to your committee 
and request that they be made a part of the record of the hearing. 

Sincerely yours, 
Executive Vice President. 

(Whereupon, at 12:17 p.m., the committee was recessed, to recon- 

vene at 2 p.m., this day.) 


AFTERNOON SESSION 


_ Mr. Davis. The committee will be in order. I recognize, for a brief 
introduction, our colleague from Mississippi, the Honorable John Bell 
Williams. Will you bring the president of the company in your State 
around, Mr. Williams? . 


STATEMENT OF HON. JOHN BELL WILLIAMS, A MEMBER OF 
CONGRESS FROM THE STATE OF MISSISSIPPI 


Mr. Witu1aMs. Mr. Chairman and members of the committee, for 
the sake of the record, my name is John Bell Williams. I represent 
the Fourth Congressional District of the State of Mississippi. 

Mr. Chairman, I am here to introduce one of my most distinguished 
constituents, Mr. Baxter Wilson, who is president of the Mississippi 
Power & Light Co., which, I understand, is the largest single taxpaying 
enterprise in the State of Mississippi. 

I do not desire to testify on the legislation which is before you. 
However, I do feel that in view of the statement made by the dean of 
my delegation earlier today, it would be quite appropriate for me at 
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this time to state that I concur wholeheartedly in the views expressed 
by Mr. Colmer with respect to the Vinson amendment. It is my feel- 
ing if Congress is to relinquish control over the Tennessee Valley 
Authority area financing, that it most certainly should circumscribe 
the area so to be operated. 

The distinguished gentleman whom I have with me is Mr. Baxter 
Wilson. As I stated, he is president of the Mississippi Power & Light 
Co. His fine company serves, roughly, the western half of the State 
of Mississippi, at would be vitally affected by the legislation which 
is under consideration by your committee. 

Mr. Wilson is not only president of our largest taxpaying enter- 

rise, but he is also president of the Jackson, Miss., Chamber of 
eee He is a member of the Jackson, Miss., Airport Commis- 
sion, apc! engaged in planning and building a new municipal air- 
port for the city of Jackson. Mr. Wilson is a member of the Missis- 
sippi Agricultural and Industrial Board. 

I have heard it said that Mr. Wilson works more for free than he 
works for his salary, and I can assure you that no one in Mississippi 
has performed more or greater public service free of charge and with 
out compensation than this gentleman. 

His company, under his leadership, has been responsible for much 
of Mississippi’s recent economic progress, of which we are very proud. 

Iam pleased, Mr. Chairman, to introduce to you Mr. Baxter Wilson. 

Mr. Davis. Mr. Wilson, I understand you are prepared to file your 
statement. 


STATEMENT OF R. B. WILSON, PRESIDENT, MISSISSIPPI POWER & 
LIGHT CO. 


Mr. Witson. Thank you very much, Congressman Williams. 

Yes, I am prepared to do so, Mr. Chairman. If I can just make 
about that much of a statement along with it. 

Mr. Davis. Then there was a misunderstanding. 

Mr. Wirson. I will not do it, then. I would simply like to file my 
statement with the clerk, if I may. 

Mr. Davis. Go ahead and read what you have. It looks like about 
a minute in length. 

Mr. Wison. It will not take but about a minute, I can assure you. 

House Resolution 3460 can vitally affect my company. [If it is 
written into law, the subsidized rates of the Tennessee Valley Author- 
ity and their distributors could help them to take over a substantial 
part of our service area. 


A very conservative interpretation of the bill would allow the Ten- 


nessee Valley Authority or their distributors to serve all of 14 coun- 
ties, in which my company is now operating. This would include 
over 32,000 of our customers, $4.5 million worth of revenue, and 
nearly $18 million worth of our facilities. 

Additional extensions could be made under other interpretations. 

I am basically against revenue bonds as a means of financing, but 
if Congress sees fit to pass such legislation, I respectfully request that 
the Tennessee Valle Authority continue to be subject to congressional 
controls, with specific provisions to prevent the further encroachment 
on my company’s service area, and restrict it to the area and the com- 
munities presently served. 
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Mr. Davis. Thank you very much, Mr. Wilson. _ 

Without objection, your prepared statement will be made a part 
of the record at this point. 

(The prepared statement of Mr. Wilson is as follows :) 


My name is R. B. Wilson. I am president of Mississippi Power & Light Co., 
an investor-owned taxpaying utility which serves approximately 178,000 cus- 
tomers with electric service in 44 counties in western Mississippi. My company 
was organized in 1923 and has played an important part in the economic growth 
of this area for the past 36 years and has increased its investment in facilities 
over $140 million during this time. 

I am here today in opposition to House bill 3460 for all of the reasons that 
some of my colleagues have previously placed before you, but specifically for 
the purpose of showing what this bill can do to my company. 

I want to take a few minutes to show you how the TVA has expanded in 
Mississippi, a State that has only an infinitesimal area in the Tennessee Valley. 
This map (No. 1) shows the service areas of the companies serving Mississippi 
prior to the advent of TVA. This next map (No. 2) shows the initial area 
served by the TVA around 1934, TVA having acquired the area indicated from 
our neighboring company by what amounted to coercion. Note also the 44 
kilovolt line (but insulated for 110 kilovolt) running from Tupelo to Batesville. 
This line was built in 1988 to serve temporary construction power to a flood- 
control project then being built in my company’s territory, although we were 
ready, willing, and able to furnish its power requirements. 

Now look at the service area claimed by TVA in Mississippi today (No. 3). 
The area is indicated in yellow, having again been acquired from an investor- 
owned taxpaying electric company under threat of competition with the sub- 
sidized rates of TVA. Also note the cross-hatched area where their claimed 
service area has been extended into and overlaps our service area. 

True, the suppliers of TVA electricity in our area are the REA co-ops, but 
the TVA subsidized rates prevail and the co-ops are further subsidized by 
Government money and tax exemption. Consequently, we are constantly 
threatened with the loss of customers to this manifestly unfair competition. As 
late as 1950, TVA through an arrangement with North Central Mississippi 
Electric Power Association, again expanded into DeSoto, Tate, and Marshall 
Counties with the announced purpose of the co-op to serve not only the rural 
area, which was already adequately served by Mississippi Power & Light Co. 
with over 1,000 miles of rural line, but also the towns in these counties as well. 
This was evidenced by the public statements made at the time by the co-ops in 
the press and elsewhere. 

We do not have time to go into this now except to say that we are having a 
life-and-death struggle with this co-op, supplied by subsidized TVA power, to 
keep them from taking this entire area away from us. There are some 10 or 
15 cases presently pending in the courts and before the public service commission 
whereby we hope to protect this part of our service area from unfair competi- 
tion. If House bill 3460 is passed, not only would it be possible for our service 
area, which has been overlapped by TVA, to be taken over by the TVA supplied 
co-ops or by TVA itself, but additional parts of 14 counties as well, as indicated 
by this map (No. 4). 

Included in the area that could be served by TVA directly or through the 
REA co-ops supplied by TVA, under a conservative interpretation of the bill, 
are 32,710 of our customers (19 percent), $4,401,000 in revenue (15 percent), 
and $17,994,000 of plant investment (14 percent), to say nothing of the tax 
loss to the various taxing authorities of over $1 million—and this does not 
include the additional area possible under the present 5-mile extension provi- 
sion. Too, under the bill interconnections can be made with other systems. 
Presently there is pending before the Mississippi Public Service Commission 
an application from two Government-financed G. & T. co-ops to build generating 
plants and transmission lines in south Mississippi and north Mississippi. The 
information on file with the public service commission indicates that intercon- 
nection will be made with TVA. If these plants are built, it is obvious that with 
the passage of this bill, TVA, through REA, could cover the entire State of 
Mississippi in a very short time. 

There exists a substantial differential in rates between our company’s cus- 
tomers and those of TVA because of the subsidies enjoyed by TVA and its 
distributors. The largest of these is the complete exemption from Federal 
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income taxes. My company made provision last year for Federal income taxes 
in the amount of $4,079,000, which was over 13 percent of our general business 
revenue. 

If we had not had to set aside this amount to pay our taxes, our rates could 
have been reduced by this amount without any effect on our financial integrity. 
And by applying these dollars to the classes of business and the utilization 
brackets where the greatest disparity exists, the effect would be even greater 
than might be indicated by this percentage figure. 

Industry is lured to the TVA area by cheap industrial rates. If these Federal 
taxes were eliminated and the savings applied to our industrial classification, 
rates to these customers could be reduced by 46 percent. If applied to our 
residential and commercial customers using above 160 kilowatt-hours per month, 
it would amount to approximately 27-percent reduction. 

There are many points of view with regard to the payments that TVA makes 
in lieu of taxes as well as similar payments made by its distributors. But 
certainly, I think, all will agree that there are no payments in lieu of Federal 
income taxes. 

It is time, gentlemen of the Public Works Committee, for this rank discrimi- 
nation against the customers of my company and other investor-owned utilities 
to end. If certain customers are able to buy their electric service without the 
Federal income-tax components, then they all should, and the least that should 
be done if this legislation is passed is to remove these tax costs from our cus- 
tomers or add them to TVA and its distributors. 

TVA and its distributors enjoy other great advantages over the investor-owned 
utilities. The distributors are able to finance their capital requirements at 
very low interest rates—some as low as 2 percent. TVA is, or under this bill 
will be, able to secure its capital requirements in effect using Government credit 
to raise practically 100 percent of its needs at the low rates inherent in its 
quasi-Government character. On the other hand, the investor-owned utilities 
usually, under SEC or other Federal jurisdiction, are allowed to have only from 
50 to 60 percent of their capital in the debt category with interest rates at the 
present time of from 4% to 5 percent. The balance of the needed capital has to 
be equity capital composed of preferred and common stock which requires higher 
earnings with consequently high income taxes in order to be attractive to the 
investing public in competition with other industries. In addition, those com- 
panies are subject to a wide variety of State and Federal regulation from which 
TVA and the co-ops are exempt. 

The result of this type of economic system—call it whatever you want—as com- 
pared with the investor-owned utilities, which must collect and pay its full share 
of taxes, and the competitive cost of money is a great disadvantage to the cus- 
tomers of investor-owned utilities. 

If Mississippi Power & Light Co. could finance its operations as does the TVA 
and its distributors, it would mean a savings of many millions of dollars to our 
customers. 

In conclusion, I want to submit to this committee that at the present time the 
only reason there is any excuse for TVA power in the Mississippi Power & Light 
Co. service area is to serve certain REA co-ops. Our company has ample gen- 
erating capacity and charges reasonable rates to the co-ops for serving the 
rural customers in our section of the State. We have always been willing and 
have advised REA officials of our willingness to enter into long-term contracts 
for the power supply to all the co-ops in our territory from multipoints of deliv- 
ery on our transmission systems, eliminating the necessity of using tax money 
to build costly and duplicating transmission lines that would be tax exempt. 
The rate would, of course, be subject to the jurisdiction of the Federal Power 
Commission. 

It is my sincere opinion that the proposed type of revenue bond financing is 
basically unsound and that very dangerous precedents will be established if it 
is passed that can easily spread to other industries. 

If, however, such a bill is passed, there is no earthly reason why TVA should 
not continue to operate under the Government Corporation Act and be respon- 
sible to Congress for its activities. 

Further, there should be a simple and concise territorial provision that will 
protect the taxpaying, investor-owned utilities from any further encroachment on 
their customers and areas. 

I respectfully urge the committee, in all fairness, to not take favorable ac- 
tion on this bill but if it is reported favorably that it include these protective 
provisions. 
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Mr. Davis. Gentlemen, I have here a man for whom I have great 
respect, and one whom I have known over the years, Mr. R. E. Ritchie, 
president of the Arkansas Power & Light Co. 

Mr. Ritchie, you have cooperated with us, and we deeply appreci- 
ate it. 

Mr. Ritchie is submitting his statement, and at this point I offer 
his statement for the record. 


Mr. Ritchie is a very longtime friend of ours. Thank you very 
much, Mr. Ritchie. 
(The prepared statement of Mr. Ritchie is as follows:) 


STATEMENT OF R. E. PRESIDENT, ARKANSAS Power & LigHT Co. 


My name is R. E. Ritchie. I am president of Arkansas Power & Light Co., 
and I live in Little Rock, Ark. 

Arkansas Power & Light Co., furnishes electric service directly to approxi- 
mately 290,000 customers located in 61 of the 75 counties of the State. Of this 
number, more than 100,000 are rural customers. 

In addition, the company furnishes power to 14 of the 18 rural electric cooper- 
atives in the State for resale to more than 100,000 additional customers. 

The company’s modern generating plants, 2,400 miles of transmission lines, and 
22,000 miles of lower voltage lines constitute an efficient and dependable inter- 
connected facility having ample capability for all present needs. The generating, 
transmission, and other facilities under construction assure the continuation of 
ample capability. 

Arkansas Power & Light Co., is regulated by the Arkansas Public Service Com- 
mission with respect to rates, service, financing, and other matters. 

It has been my position consistently that if the Congress resorts to revenue 
bond financing for the Tennessee Valley Authority, it will be adopting a very 
dangerous financing policy for Government enterprises and I have opposed such 
legislation. However, if Congress, in its wisdom, elects to adopt the revenue bond 
method of financing TVA, the very least it should do is to surround the author- 
izing legislation with appropriate safeguards. The proposed legislation before 
this committee does not do so adequately in my opinion. There are a number of 
shortcomings, such as: lack of budgetary control; lack of Treasury control ; 
lack of congressional control; inadequate interest and repayment requirements; 
and inadequate territorial limitation. 

While all of the shortcomings of the bill are important, I shall direct myself 
principally to the so-called area limitation language which begins in line 13. 
page 2, and continues through line 11, page 3 (H.R. 3460) : 

“Tt is hereby declared to be the intent of this Act that the power facilities 
built or acquired with the proceeds of such bonds or power revenues shall not 
be used, without prior approval by Act of Congress, for the sale or delivery of 
power by the Corporation outside the counties which lie in whole or in part 
within the Tennessee River drainage basin or the service area in which power 
generated by the Corporation is being used on July 1, 1957, except, when eco- 
nomically feasible, to serve the United States or agencies thereof or to inter- 
connect with other utility systems for exchange power arrangements, or to inter- 
connect Tennessee Valley Authority generating plants, or to serve existing rural 
cooperatives (as same now exist as to area and as of July 1, 1957) now being 
served in part by the Tennessee Valley Authority : Provided further, That except 
as expressly provided above, all contracts entered into after this provision be- 
comes law for the supply of power to any distributor shall contain an agreement 
by said distributor to confine the resale of such power within the boundaries 
of the counties above described and such additional areas (not more than five 
miles from such boundaries) as may be necessary to care for the growth of 
communities within said counties provided said communities were receiving 
Tennessee Valley Authority power on July 1, 1957.” 

I have sought opinions from a number of persons trying to determine the 
extent to which the service area in which TVA power is being used could be 
expanded under the so-called area limitation provision. 

The composite of the opinions is that it is impossible to tell now for sure. 
On any conservative interpretation, the alleged limitation permits very substan- 
tial expansion. If on the other hand the words are construed as liberally as 
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they may be, there could be almost unlimited expansion. For instance, “liberal 
interpretation” could be: 
1. Revenue bonds be used to build a 500,000-kilowatt steamplant. 
2. This steamplant be used to serve present load and ‘authorized expan- 
sion.” 
3. Since power revenues may be used to build transmission lines, a line 
is built to a new area outside the authorized area (either extension or a new 
line) may even be from the old plant. 
4. Thus the old capacity would be said to be used for serving the “new 
area.” 

Certain interpretations by TVA in the past would indicate that the statute 
would be interpreted liberally. For example, in connection with making appro- 
priations for the fiscal year ending June 30, 1948, Congress st» ted: “None of the 
power revenue of the Tennessee Valley Authority shall be used for the con- 
struction of new power producing projects (except for replacement purposes) 
unless and until approved by Act of Congress.” 

Later, a time came when Congress had rejected certain requests for appro- 
priations for new and additional generating units. TVA’s General Counsel 
rendered an opinion, the substance of which was that TVA could use power reve- 
nues to build new and additional units (not new units to replace old units) if 
the new and additional units were at sites where generating units had already 
been built. 

And, TVA has been standing on that liberal opinion of what had appeared 
' to be simple preventive language for some time now to build new and additional 
generating units with power revenues, 

I urge that this committee and the Congress reexamine the provision of the 
proposed legislation alleged to provide territorial expansion in the light of 
possible interpretations leading to extensive expansion and adopt amendments 
which will be positive and prevent expansion of TVA service area either directly 
or indirectly. 


Mr. Davis. Now, Mr. Harllee Branch, after a very thorough dis- 
cussion this morning, asked that four members of his company—and 
he was speaking for all of them—be given 5 minutes each to tell 
specifically as to how this bill is opposed to their particular areas. 

So, Judge Davis, for a second time we ask you to come up and 
introduce Mr. McDonough of the Georgia Power Co. 


STATEMENT OF HON. JAMES C. DAVIS, A MEMBER OF CONGRESS 
FROM THE STATE OF GEORGIA—Resumed 


Mr. James Davis. Mr. Chairman and members of the committee, 
it is a great pleasure and a high privilege to present to you the 
resident of the Georgia Power Co., Mr. Jack J. McDonough. Mr. 
cDonough, contrary to the great number of witnesses who have 
appeared, is not a lawyer, but is an engineer. 
or 32 years he has been connected with the Georgia Power Co., 
and for 14 of those years, Mr. Chairman, he lived in north Georgia, 
in the area which is affected by this bill—the Tennessee Valley Au- 
thority area. 

Mr. McDonough is a uate of Georgia Tech in Atlanta, and 
was a quarterback on the Georgia Tech football team. He also 
served as a coach on the high school football team at Savannah. 

Mr. McDonough started at the bottom with the Georgia Power Co., 
and has risen through the ranks to the position of president of that 
company now. 

r. McDonough is one of our outstanding citizens in Atlanta, Ga. 
having served as president of the Atlanta ficcker of Commerce and 
of the Georgia Chamber of Commerce. 
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Mr. McDonough is a very able man, and one of our outstanding 
citizens, and I take great pleasure in presenting him to your com- 
mittee. 

Mr. Davis. Thank you, Judge Davis. 


STATEMENT OF J. J. McDONOUGH, PRESIDENT, GEORGIA POWER C0. 


Mr. McDonoueu. Mr. Chairman, I will stay within the 5 minutes. 

I appreciate this opportunity, and it would be a trespass of your 
time, actually, to try to elaborate on the statements made by Mr. 
Branch and the fine presentation for Georgia that was made by the 
Honorable Carl Vinson. 

There are two other pertinent things only that I should like to 
present to you: one being the fact that during the early days of 
the Tennessee Valley Authority’s moving into Georgia through a 
cooperative, there was chaos in that part of the State; and until 
the gentleman’s agreement was reached and had become effective 
along about 1938, 1939, 1940, it was an unlivable sort of an arrange- 
ment. 

My statement is filed with the gentlemen of this committee. 

As to the sincerity of what is in that statement, I would like to 
attest to orally. 

We have gotten along with the Tennessee Valley Authority and its 
co-ops for the last 26 years. 

I understand that yesterday Mr. States Rights Finley enlarged on 
the extent of the relationships that exist up in that part of Georgia. 
His statements are very true and very factual, and there has been a 
fine relationship that existed in Georgia since 1938-39. 

Therefore, I see in this bill a very real opportunity, and, really, 
an invitation for the chaos which existed up there 20 years ago to 
return to that area. 

We have no ambition to extend our territory. We believe that this 
bill that is before you does permit and invite the Tennessee Valley 
Authority to extend its territory. I subscribe very wholeheartedly 
to the amendment suggested by Mr. Vinson as being an essential 
ingredient in the peace, harmony, and development of both the Ten- 
nessee Valley area and the State of Georgia. 

Above all, I am concerned that with the financing of the Tennessee 
Valley Authority, as is contemplated, it would remove from us the 
forum provided by committees such as this and by the Congress in 
the event of disputes. 

I thank you very much for your time, and I appreciate your help. 

Mr. Davis. Thank youso much, | 

Are there any questions? 

If not, without objection the prepared statement of Mr. McDonough 
will be made a part of the record at this mine 

(The prepared statement of Mr. McDonough is as follows:) 


Mr. Chairman and members of the committee, my name is J. J. McDonough. 
- Tam a native Georgian. My residence is Atlanta, Ga. After 32 years of serv- 
ice I am president and chief executive officer of the Georgia Power Co., an 
investor-owned, regulated, and taxpaying electric public-utility corporation. 
My appearance here is prompted by the harmful effect on my company which 
will result from enactment into law of H.R. 3460, as presently written. 
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The Georgia Power Co. and its predecessor companies have served the people 
of the State of Georgia since 1855. It directly serves the electrical-energy 
requirements of almost 700,000 customers. In addition, approximately 300,000 
Georgians receive electrical energy from 39 rural electric membership corpora- 
tions and 50 municipal electric distribution systems which we serve wholesale, 
We have over 5,000 employees who operate the company’s properties, which 
serve 95 percent of the State, an area of approximately 57,000 square miles, 
The company’s retail operations are carried on in 382 municipalities where it is 
franchised, in 250 unincorporated communities and along 12,993 pole-line-miles 
in rural-service areas. Its tax load is tremendous and its corporate good citizen- 
ship thoroughly established and appreciated. From the gross revenues in 
1958 of $133,261,088 collected from its customers, the tax reveiue to the Federal, 
State, and local governments amounted to $26,655,912. 

I have studied H.R. 3460 time and time again and am thoroughly convinced 
that, as written, it clearly invites territorial expansion by TVA. I have reference 
to the provisions appearing on line 13, page 2, through line 11, page 3, of this 
bill. It is that provision which will have the most immediate and direct adverse 
effect on my company. I know whereof I speak because, as indicated, I was 
with the company during the 1930’s when the mere threat of expansion by TVA 
into our territory made it almost impossible for Georgia Power Co. to raise 
funds in the money market to enable it to continue to render adequate service to 
its customers. 

We learned from 1932 until 1940 that the effect of the encroachment by 
TVA on only a small part of our territory in north Georgia had a bad effect 
on our ability to render public service in all the remaining territory dependent 
on the company’s service. This can be demonstrated by citing the nearly dis- 
astrous financial impact on the company caused by competition from the TVA. 
For example, Moody’s Investors Service downgraded our 5 percent bonds from 
“A” to “Baa” and the market price of the company’s $6-dividend preferred stock 
dropped from the 1931 high of 100%4 to an all-time low of 35. Early in 1936 
the TVA invaded Georgia to compete with the company in seven counties in 
northwest Georgia where the North Georgia Electric Membership Corp. was 
formed to build rural lines to distribute TVA power and for which TVA acted 
as construction agent. It was the unknown scope of the area finally to be the 
market for TVA power that frightened investors, decreased the value of the 
securities of the company, impaired its credit, and caused security-rating 
agencies to downgrade and ultimately withdraw the ratings of the company’s 
securities. In 1936 the company required substantial outside funds but was 
unable to obtain them from investors because of the threat of TVA. Had not 
the company’s parent come to our rescue by lending to the company funds that 
amounted to $8,612,000 by the end of 1936, it is doubtful that we could have 
continued to fulfill our utility obligations much longer. Another serious effect 
of this fear of TVA in the money markets was the company’s inability to refund 
its bonds to take advantage of lower interest rates generally available during 
1936, a time during which so many utilities distant from TVA were refunding. 
The company’s interest expense could have been reduced by more than $2 million 
a year by a refunding of its bonds, except for the TVA threat that impaired 
the company’s credit. 

With this history before me, you can appreciate my fear that this company 
might well experience a similar calamity if this bill is enacted as written. I see 
in it an invitation to TVA to expand its service area into the area now served 
by Georgia Power Co. This also seems to be apparent to investment counselors 
upon whom we depend to a large extent, for channeling the funds of investors 
into our securities. For example, shortly after H.R. 3460 and its counterpart 
in the Senate were introduced, a well known and highly regarded investment 
house, Goodbody & Co., advised the public in its letter of February 11, 1959, that 
it was “withdrawing buy recommendations that we may now have on” the com- 
panies adjacent to TVA. Mind you, this sort of advice has been deemed neces- 
sary merely because of a threat of TVA expansion. Should that threat ripen 
into a fact, then only Heaven knows where we can turn to get necessary funds 
to render adequate service at a reasonable cost. The law of Georgia declares 
that utilities such as Georgia Power Co. are clothed with a public interest, and 
anything that adversely affects the service rendered or the rates charged by 
Georgia Power Co. is clearly contrary to the interest of all Georgians that we 
serve. Their rates for the energy they purchase from my company are inevitably 
tied in with and dependent upon the cost of money to us. I would be derelict 
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in my duty to those customers and to the public at large if I did not oppose any 
legislation which would have the effect of increasing this cost of money. 

Of course, as has already been pointed out by other witnesses, there has been, 
since 1939, a sort of gentlemen’s agreement between TVA and the peripheral 
companies that neither would invade the territory of the other; but if the Con- 
gress, by enacting into law, the bill as written, should invite an expansion of 
the area now being served by TVA, who could criticize TVA for following this 
directive by reverting to its policy as published in its first annual report submit- 
ted to Congress on December 22, 19384? On pages 22 through 24 of that report it 
is stated, and I quote: 

“The formulation of a power policy was the first step in carrying out the power 
program required by the act. The following policy was announced: * * * 

“The initial areas selected by the Authority may be roughly described as (a) 
the region immediately proximate to the route of the transmission line soon to 
be constructed by the Authority between Muscle Shoals and the site of Norris 
Dam; (0) the region in proximity to Muscle Shoals, including northern Alabama 
and northeastern Mississippi; and (c) the region in the proximity of Norris 
Dam * * *” 

Continuing to quote from that report— 

“At a later stage in the development it is contemplated to include roughly, the 
drainage area of the Tennessee River in Kentucky, Alabama, Georgia, and North 
Carolina, and that part of Tennessee which lies east of the west margin of the 
Tennessee drainage area. 

“To make the area a workable one and a fair measure of public ownership, 
it should include several cities of substantial size (such as Chattanooga and 
Knoxville), and, ultimately, at least one city of more than a quarter million, 
within transmission distance, such as Birmingham, Memphis, Atlanta, or Louis- 
ville. 

“While it is the Authority’s present intention to develop its power program in 
the above-described territory before considering going outside, the Authority 
may go outside the area if there are substantial changes in general conditions, 
facts, or governmental policy, which would necessarily require a change in this 
policy of regional development, * * * 

“Nothing in the procedure here adopted is to be construed in any sense a com- 
mitment against extending the Authority’s power operations outside the area 
selected, * * *” 

I would construe H.R. 3460, as written, as a declaration by Congress that it is 
now the “governmental policy” for the Authority to develop its power program 
outside the territory in which it is now serving. 

Repeatedly, those who speak for TVA have contended that TVA does not want 
to expand its territory, nor does it wish to make its service available to those 
already being adequately served at locations beyond its present area of estab- 
lished service. There should be no objections, therefore, to the proposal made 
today by your colleague, the Honorable Carl Vinson, proposing to establish an 
effective, plainly stated boundary limitation preserving existing service areas. 
My plea is that this should be done by this committee and that control and 
supervision of the whole problem be clearly maintained under the Congress. In 
the event TVA should some time in the future determine that it would be in the 
publie interest for it to expand its service area, then it would be free to come 
to the Congress for permission to do so. 

The Congress and its committees have long been the forum available for 
the adjudication of differences between agencies of our Government and its 
citizens. We do not want to lose the opportunity to be effectively heard. 


Mr. Davis. Our colleague, Mr. Arch A. Moore, said he would not 
take but 2 minutes. Will you identify yourself for the record, with 
your congressional district, Mr. Moore 


STATEMENT OF HON. ARCH A. MOORE, JR., A MEMBER OF CONGRESS 
FROM THE STATE OF WEST VIRGINIA 


Mr. Moore. Mr. Chairman, I am Arch More, representing the First 
District of West Virginia. 

Mr. Chairman, I have a statement which has been presented, which 
I would like to ask be included in the record at this point in its en- 
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tirety, and I want only to take a brief moment to make one observation 
and express one particular point with respect to the legislation you 
are considering. 

Mr. Davis. Without objection, your statement will be made a part 
of the record at this point. 

(The prepared statement of Mr. Arch Moore is as follows:) 


Mr. Chairman, gentlemen, I appear in opposition to H.R. 2460, which provides 
for the issuance of revenue bonds to finance the continued expansion of the 
Tennessee Valley Authority. 

Since about 1950, TVA has launched into a rapid expansion of its power 
system. Practically all of the new construction was steam generation plants. 
In thus shifting from a hydroelectric system to a predominantly steam electric 
system, TVA has departed from its original function of developing the Tennessee 
River. It has now become the largest electric power utility in the world. 
Since 1954, the Congress has refused to appropriate funds to construct new 
power units; however, the TVA has proceeded to add new units to existing 
steamplants by using its revenue from power sales, and so far the Congress 
has acquiesced in this procedure to the extent of bypassing a proviion in a 
1948 law intended to restrict the use of power revenues to construct new plants 
unless specifically authorized by Congress. 

The bill now under consideration would propose the issuance of revenue 
bonds to continue the expansion of TVA and to which I am opposed for the 
following reasons: 

1. This bill does not continue the obligation of the Tennessee Valley Author- 
ity to repay the taxpayers’ appropriated investment in TVA power facilities. 
Under present law the TVA must repay this investment in 40 years, which 
is assumed to be the average life of the facilities constructed by the invest- 
ment. This bill would propose to extend this period of time to 120 years, or 
far beyond the useful life of the facilities. 

2. This bill does not keep the Tennessee Valley Authority within the frame- 
work of the Government Corporations Control Act. In fact, it specifically re- 
peals the application of this act to the TVA and provides no acceptable substi- 
tute for executive or legislative review, or for submission of a capital budg- 
et program for advance approval by the President and the Congress, nor for 
inclusion of its operations in the budget. 

3. This bill does not limit the TVA service area. The TVA is presently 
the sole supplier of electric power in an 80,000 square mile area. The proposed 
bill would extend this service area by approximately 25,000 miles, or about 
31 percent—this despite the fact that the entire drainage area of the Tennessee 
River is only 40,600 miles, so that TVA is now serving about twice the drainage 
basin without the proposed extension. TVA should be limited in specific 
language to its present operating area. 

4. This bill fails to make any provision for removal of the unfair competitive 
situation brought about by subsidized TVA power rates. TVA is clearly sub- 
sidized in two fields: 

(a) In the field of interest charges, TVA is currently paying no interest on 
the Government’s investment despite the fact that Government borrowings 
have continued throughout the existence of TVA on which interest must be 
paid, which is a charge against the general taxpayer. The general taxpayer 
should be considered as an investor who should be entitled to a reasonable re- 
turn. H.R. 3460 provides for a return on the appropriation investment but 
it is not guaranteed and can be deferred for up to 2 years. Also, the rate to be 
paid is to be equal to the average interest rate payable by the Treasury on 
its total marketable public obligations. TVA should be required to pay at 
least the average rate payable by the Treasury on its long-term obligations. 

(bo) TVA is also subsidized in the field of taxation. While TVA does make 
some payments in lieu of taxes to State and local governments, the amounts do 
not compare with those paid by investor-owned utility companies in other areas, 
and of course the TVA pays no Federal taxes. Investor-owned utility com- 
panies pay an average of 23 percent in State, local, and Federal taxes, against 
less than 5 percent in lieu of taxes paid by the TVA. 

The practical effect of power rates subsidized in this fashion is to create an 
unfair competitive advantage for the Tennessee Valley area. For example, in 
1955 the Reynolds Metals Co. advised American Electric Power Co. (American 
Gas & Electric Co.) that Reynolds was considering expansion of its aluminum 
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reduction facilities. AEP Co. was asked to submit proposals to supply power at 
sites in the Ohio River Valley, the most attractive of which was one near Point 
Pleasant, W. Va. American Electric Power Co. offered to supply the necessary 
electrical requirements at the extremely low rate of 4.39 mills per kilowatt-hour. 

Reynolds liked the proposed site but asked for a still lower rate, which was 
impossible to grant. At the end of the year, Reynolds signed a contract with 
TVA for a powerplant site in Alabama at a cost of 4.24 mills per kilowatt-hour. 
The Ohio River Valley and the people of West Virginia had lost a $75 million 
industry because of a difference of fifteen one-thousandths of a cent. Had Fed- 
eral taxes alone been included in the calculation of the TVA rate, the balance 
would have been in favor of West Virginia. 

In testifying today I believe this bill represents a classic example of what 
is happening to us in West Virginia wherein we feel the abuse of existing 
Federal programs which have been enacted into law and which are now pro- 
posed to be expanded daily. In this and other legislation a further expansion 
of TVA prevents us, a great coal-producing State, from using that very strong 
magnet of ours, our mineral wealth, to bring additional industry into our 
State, however attractive our State might be from the standpoint of available 
work force, mineral wealth, and so forth. We cannot compete with Govern- 
ment-sponsored programs such as TVA. We lose industries daily to other areas 
served by TVA. Legislation to further increase the area and make possible 
the expansion of the TVA, if it is eventually adopted, will further curtail the 
State of West Virginia in our effort to answer our own problems. 

This is not an isolated example, but has occurred again and again and will 
continue to so recur until the Tennessee Valley Authority’s rates are so fixed as 
to include all components of cost. 


I would like to reiterate that I am opposed to the proposed amendment to 
the Tennessee Valley Authority Act for the reasons here stated. 

Mr. Moore. Mr. Chairman, information has hee cee a great 
deal of information has been given to the committee today concerning 
the differences between tax-paying utilities and this Government- 
subsidized program in the Tennessee Valley area. 

I wanted to emphasize this one point, namely, that investor-owned 
utility companies pay an average of 23 percent in State, local, and 
Federal taxes, against less than 5 percent in lieu of taxes paid by the 
Tennessee Valley Authority. 

Now, I would like to say to the fine ladies and gentlemen on this 
committee that I think all of you are well aware of our economic 
situation in West Virginia. You have heard it so many times in the 
well of the House, and read it in the Congressional Record; but I 
want to make this one point as to why we in our State, as a result of 
this program, or the further expansion of this program, will find it 
difficult to answer any of our own problems. 

The practical effect of power rates being subsidized in this fashion 
is to create an unfair competitive advantage to the Tennessee Valley 
area. 

I want to give the committee this one example: In 1955 the Reynolds 
Metals Co. advised the American Electric Power Co., which was then 
the American Gas & Electric Co., that Reynolds was considering and 
contemplating expansion of its aluminum reduction and fabricating 
facilities. 

The American Electric Power Co, was asked to submit proposals to 
supply power at sites in the Ohio River Valley, the most attractive 
of which was one near Point Pleasant, W. Va. The American Electric 
Power Co. offered to supply the necessary electrical requirements— 
in this instance in our State, which is having a problem employment- 
wise—an extremely low rate of 4.39 mills per kilowatt-hour. 

Reynolds liked the proposed site, but asked for a still lower rate, 
which was impossible to grant. At the end of the year, Reynolds 
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signed a contract with the Tennessee Valley Authority for a power- 
past site in Alabama at a cost of 4.24 mills per kilowatt-hour. The 

hio River Valley and the people of West Virginia had lost a $75 
million industry Rodinse of a difference of fifteen one-thousandths 
of a cent. Had Federal taxes alone been included in the calculation 
of the TVA rate, the balance would have been in favor of West 
Virginia. 

May I emphasize this one point, Mr. Chairman and members of the 
committee. 

In testifying today I believe this bill represents a classic example of 
what is happening to us in West Virginia wherein we feel the abuse 
of existing Federal programs which have been enacted into law and 
which are now proposed to be expanded daily. In this and other 
legislation a further expansion of TVA prevents us, a great coal- 
producing State, from using that very strong magnet of ours, our 
mineral wealth, to bring additional industry into our State, however 
attractive our State might be from the standpoint of available work 
force, mineral wealth, and so forth. 

We cannot compete with Government-sponsored programs such as 
TVA. We lose industries daily to other areas served by TVA. Legis- 
lation to further increase the area and make possible the expansion 
of the TVA, if it is eventually adopted, will further curtail the State 
of West Virginia in our effort to answer our own problems. 

Mr. Chairman, may I express my complete gratitude to the com- 
mittee for allowing me to make this brief summation of my statement, 
which includes, by and large, a comparison of the tax situation as 
between private and public power situations; and I would like to 
say to the committee that I appreciate having the opportunity to listen 
to the ee, Vp gentleman from Georgia, Mr. Vinson, in his 
presentation this morning. 

I for one, speaking for one Congressman from West Virginia, am in 
favor of that Vinson amendment. 

Mr. Davis. We will now hear from Mr. Bouldin, who will be intro- 
duced by Mr. Huddleston, 

Mr. Huppiesron. Thank you, Mr. Chairman. I am happy to pre- 
sent the president of the Alabama Power Co. at this time. 

Mr. Chairman, it is my privilege to present to the members of the 
House Committee on Public Works a man who has lived in Alabama 
all his life, a native of Alabama, a native of the Tennessee Valley. 

Mr. Bouldin has served as a prominent attorney in the city of | Bir- 
mingham for many years and more recently has become associated 
over the past few years with the Alabama Power Co. as its president. 
He is one of the outstanding citizens of our State. He has made tre- 
mendous contributions to the well-being of our people all over the 
State of Alabama not only in the areas involved in the present contro- 
versy, the Tennessee Valley service area and the Alabama Power Co. 
service area, but all over the State in both areas. 

I think that as a citizen of our State, Mr. Bouldin is entitled to the 
full and complete, cordial and studied, consideration of the commit- 
tee. I think that I can offer no more pertinent injunction at this time 
than that the members of this committee pay close heed to what Mr. 
Bouldin will have to say when he appears as a witness, and give very 
careful studied and due consideration to what he has to say. 

It is my privilege, Mr. Chairman, to present to vou ord to the mem- 
bers of the committee Mr. Walter Bouldin of Birmingham. 
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Mr. Davis. mae bi” Let me ask you one question. 
Mr. Kivucznsxt. Mr. Chairman, for the purpose of the record will 


the Congressman tell the reporter and the new members of this com- 
mittee who you are ? 


Mr. Huppiesron. I am Congressman George Huddleston, Jr., of 
the Ninth Congressional District of Alabama. 

Mr. Jones. Before Mr. Bouldin commences, I would like to join my 
colleague, Mr. Huddleston, in further identifying Mr. Bouldin as 
the outstanding citizen of our State. He is my constituent, and we 


come from the same hometown. Our mothers are the closest of friends, 
and are visitors now. 


So it is a great pleasure for me to join Mr. Huddleston in welcoming 
you to this committee. 


Mr. Davis. Mr. Bouldin appeared before this committee on this bill 
before, didn’t you, Mr. Bouldin ? 

Mr. Boutptn. I have never been allowed to make an oral statement 
before this committee, Mr. Chairman. 

Mr. Davis. All right, but you did file a statement. 


STATEMENT OF WALTER BOULDIN, PRESIDENT, ALABAMA 
POWER CO. 


Mr. Boutprn. Thank you very much, Mr. Jones and Mr. Huddles- 
ton. 


Mr. Cuarrman. I would like to submit my prepared statement for 
‘the record. 

Mr. Davis. All right, sir. 

Without objection, Mr. Bouldin’s statement will appear at this 

int in the record. 


{The prepared statement of Mr. Bouldin is as follows :) 


Mr. Chairman and members of the commmittee, my name is Walter Bouldin. 
I live in Birmingham, Ala., and am president of Alabama Power Co. I have 
been associated with the affairs of this company for over 30 years. 

Alabama Power Co. was organized under the laws of Alabama in 1906. It 
serves, directly, over 613,000 customers and indirectly an additional 113,000 cus- 
tomers in 56 of the 67 counties in Alabama, its service area consisting of 
approximately 44,500 square miles. It has a total installed generating capacity 
of more than 1,700,000 kilowatt-hours, more than 5,600 employees and more 
than $530 million invested in its properties. 

- We appreciate the privilege of presenting our views on H.R. 3461, the bill now 
before you. However, before giving you my views on this legislation, I wish to 
emphasize the fact that Alabama Power Co. and TVA enjoy the best of relation- 
ships. We have lived in peace with TVA for 20 years. We have not sought 
their customers, nor have they sought ours. We have developed a cooperation 
with the Authority in operating procedures which is helpful to both of us. As 
amatter of fact, during the last 4 years Alabama Power Co. and the other operat- 
ing companies of the Southern Co. have exchanged some 3 billion kilowatt-hours 
with TVA and expect to continue to coordinate our operations as we have in the 
past. We want to remain at peace with TVA. 

We consider in this statement that language of H.R. 3461 which would, permit 
expansion of TVA into those “* * * * counties which lie in whole or in part 
within the Tennessee River drainage basin or the service area in which power 
generated by the Corporation is being used on July 1, 1957 * * *” 

The invasion of the service area of Alabama Power Co. permitted by this 
language would involve seven Alabama counties: Jefferson, Etowah, Calhoun, 
Blount, Marion, Franklin, and Winston. Three of these counties—Franklin, 
Etowah, and Winston—are served partly by Alabama Power Co. and partly by 
TVA with our respective service areas being clearly defined. 
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Two other counties—Calhoun and Jefferson—are possibly within the language 
of the bill only because a small portion of each receives TVA service, with our 
company serving the remainder. 

The other two counties—Blount and Marion—are served entirely (part of 
Marion County is served by the Tombigbee Electric Cooperative, which obtaing 
its entire power supply from Alabama Power Co.) by Alabama Power Co. and are 
within the language of the bill only because a very small proportion of each lies 
within the Tennessee River drainage basin. 

In the counties of Etowah, Calhoun, and Jefferson, are three of the most popu- 
lous areas covered by our company ; namely, Birmingham, Gadsden, and Anniston, 
The area threatened by this bill comprises approximately 4,239 square miles, in 
which Alabama Power Co. is now serving 255,621 customers, or 42 percent of all 
customers served by the company, whose connected load amounts to about 40 
percent of the company’s entire connected load. In round numbers, these 
customers, in that area in 1958, consumed 3.2 billion kilowatt-hours, or 346 
percent of the 9.3 billion kilowatt-hours sold by the company. The revenue de- 
rived by the company from the sale of that electricity in 1958 amounted to 
$42.3 million out of a total of $105 million, or over 40 percent of its revenue for 
the calendar year 1958. 

As is apparent, the loss of this area would have a tremendous impact upon 
the company. A continuing threat that this would happen would result if this 
bill were enacted in its present form, even though TVA did not expand into one 
square inch of the service area of the company. It has never been clear that 
Congress intended to permit such an expansion or the threat of such an expan- 
sion by TVA into the territory of the company. 

Let us consider the counties of Blount and Marion. They are served entirely 
(as heretofore pointed out, part of Marion County is served by the Tombigbee 
Electric Cooperative, which obtains its entire power supply from Alabama Power 
Co.) by Alabama Power Co. As pointed out before, they are within the language 
of H.R. 3461 only because a very small part of each lies within the Tennessee 
River drainage basin. 

In Blount County the company serves 8,244 customers, has electric revenue of 
$857,404 and has an electric system investment of over $3.5 million, The 
county has an area of 640 square miles. Approximately 29.4 square miles are 
in the drainage basin of the Tennessee River, or 4.8 percent of the entire county 
area. There are about 225 rural electric customers in the drainage basin of the 
Tennessee River in Blount County, all of whom are served by Alabama 
Power Co. 

In Marion County the company serves 4,838 customers, has electric revenue 
of $780,556 and has electric investment of over $2.2 million. The county has 
an area of 743 square miles. The map shows that approximately 43.1 square 
miles are in the drainage basin of the Tennessee River, or 5.8 percent of the 
entire county area. There are 483 rural electric customers, 278 urban rate 
customers, 5 industrial rate customers, and 2 cotton gins in the drainage basin 
of the Tennessee River in Marion County, all of whom are served by Alabama 
Power Co., except 7 rural electric customers who are served by Tombigbee 
Electric Cooperative. 

It is implied in the language of H.R. 3461 that TVA may serve in these two 
counties, Blount and Marion, because of the small part of each which lies 
within the Tennessee River drainage basin, the entire county being thereby 
subjected to competition from TVA because of the limited part of each which 
happens to lie in the drainage basin of the Tennessee River. 

The Cherokee County Blectric Cooperative serves areas of approximately 
20 square miles in northern Etowah County and approximately 60 square miles 
in northern Calhoun County. 

At this point I wish to invite your attention to a further example of the co- 
ordination of operating procedures followed by Alabama Power Co. and TVA. 

Alabama Power Co. has an interchange power agreement with TVA whereby 
the company delivers power to the Authority for resale to the cooperative at a 
substation located at Knighten’s Crossroads, approximately 5 miles west of 
Piedmont, in Calhoun County on the Gadsden Highway. This substation, with 
a capacity of 2,500 kilovolt-amperes and one spare transformer, is owned and 
operated by Alabama Power Co. for the convenience of the Authority. The inter- 
change power agreement specifies that TVA shall pay the company a rental 
of 4% percent per month of the $39,700 substation investment. 

The power delivered to this substation is used by the cooperative to serve 
its members in Calhoun County and a portion of Cherokee County. The energy 


ces 


an 


thus 
Autl 

part 
peri 
Cros 
to 1, 

fron 

by 1 

T 

the 
Calb 

vid 

cre 

for 
me 

we 

lin 

ow 

ha 

est 

ot! 

er 

tie 
T 


TENNESSEE VALLEY AUTHORITY 155 


ir _ thus delivered to the Authority, plus losses, is returned to the company by the 
) Authority at the point of interconnection between the respective systems of the 
ft ' parties on the 154-kilovolts Guntersville-Gadsden line. During the 12-month 
3 period ending with December 1958, the company delivered to the Knighten’s 
e Crossroads substation 5,996,100 kilowatt-hours at demands ranging from 1,053 
8 to 1,620 kilovolts. 

The members of the cooperative located in northern Etowah County are served 
1- from a substation located 2.7 miles north of Crossville, which is supplied directly 

TVA. 

Yithe following table gives pertinent information relating to the service of 
the company and the cooperative in Calhoun and Etowah Counties: 


Served by Alabama Power Co., Served by Cherokee 
Dec. 31, 1958 County Electric Co- 

operative Dec. 10, 
Area, Electric 
Total (square revenue, 


customers miles) 12 months | Customers} Square 
ended miles 


County 


cena 25, 344 550 | $4, 450, 641 
28, 815 535 | 6, 133, 769 
085 


54, 159 1, 10, 584, 410 1, 


8 


1 Based on actual count by company representatives. 


BOUNDARY OF THE TVA AREA 


There is another good reason why the bill we are considering should not pro- 
vide for an expansion of the area served by TVA. After the passage of the act 
creating TVA, our company entered into an agreement with TVA providing 
for the sale to TVA of our company’s electric properties, franchises, and ease- 
ments in 11 counties and portions of 2 other counties in north Alabama. We 
were willing to execute this contract for it had the effect of creating a boundary 
line beyond which neither would extend service and serve to protect the rest of 
our company’s service area. Had that not been so, our company would not 
have sold its properties voluntarily. 
The contract of May 7, 1940, between Alabama Power Co. and TVA et al., 
established an “Authority area” which included 11 counties and portions of 2 
other counties in north Alabama. Alabama Power Co. sold its electric prop- 
erties, franchises, and easements in this area to TVA, and various municipali- “ 
ties and cooperatives, with the following exceptions: 
1. Certain urban distribution properties which had been duplicated and 
were taken down and salvaged: 
eB, transmission and communication facilities which were re 


3. Certain removable miscellaneous plant, property, and equipment; 
4. Real property not associated with the electric system conveyed. 

The last recital of the contract delineates the “Authority area” in the fol- 
lowing language: 

“Whereas, the Seller desires to sell and the Purchasers desire to buy certain 
of the electric properties of the Seller in Jackson, Madison, Limestone, Lauder- 
dale, Colbert, Lawrence, Morgan, Marshall, DeKalb, Cherokee, and Cullman 
Counties, and in the northern half of Franklin County, including Red Bay, but 
excluding the territory served by the Seller’s Haleyville Primary Substation, and 
in that portion of Winston County lying east of the Sipsey fork of the Warrior 
River, all in the State of Alabama, the area thus defined being referred to 
herein for convenience as “the Authority Area,” said area being delineated 
on Drawing No. A-1(a) attached hereto and made a part hereof ;” 

Drawing A-1(a) is attached hereto as Exhibit 1. 

In order to understand fully the contract of May 7, 1940, it is necessary to 
examine the release of Director David E. Lilienthal of the TVA Board of March 
6, 1938, the complete text of which is attached as Exhibit No. 2. 

The release opens with this statement: 

“A comprehensive plan for a long-term adjustment of relations between the 
Tennessee Valley Authority and private power companies in the Southeast was 


we 
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proposed today by Director David E. Lilienthal, to whom the TVA Board some 
weeks ago delegated the responsibility of negotiating a basis for settlement.” 

Later in the release is this statement: 

“The proposal now advocated is based on a consideration of total power to 
be available and upon the expressed desires of local agencies for purchase of 
that power, and recognizes the economic importance of avoiding duplication of 
electric facilities.” 

“The plan which is now suggested will, I believe, serve as an appropriate basis 
for immediate negotiations, for the following reasons: 

“1, It is comprehensive and provides a longtime basis of adjustment upon 
which all parties can then make their plans for the future. [Italic provided.] 

“(Specifically, if the suggested plan met with the approval of all parties and 
were put into effect, it would mean that now and then for the future all the 
power that the Authority can equitably allocate to Mississippi would be absorbed 
by the proposed purchase and present commitments; a similar situation would 
apply in Alabama and Tennesse. A limited amount of power would be avail- 
able to Georgia in addition to present contracts. Upon completion of Hiwassee 
Dam in 1942 or 19438, a further definite amount would be available for Georgia 
and also a limited and definite amount in an area near that dam in North and 
South Carolina, provided, of course, public agencies in such areas called upon 
the Authority for contracts. Whenever power installation is made at Gilberts- 
ville Dam a similar problem of allocation of a definite amount of power to west- 
ern Kentucky would be presented. ) 

“2. By providing for the sale of properties at a fair price, it makes it unneces- 
sary for communities which have voted to use TVA power to construct com- 
peting and duplicate distribution facilities, and thereby protects the investor.” 

The next release to which attention is called is that of TVA dated Febru- 
ary 24, 1940, a copy of which is attached as exhibit No. 3; and from which the 
following excerpt is quoted: 

“*This purchase is the final step in carrying out the plan for long-term adjust- 
ment of the relations between the Authority and privately owned utilities in the 
region, as outlined by Director David E. Lilienthal on behalf of the Board of 
Directors on March 6, 1938,’ Mr. Clapp said.” 

And in a release of Thomas W. Martin, then president of Alabama Power Co., 
dated February 24, 1940, a copy of which is attached as exhibit No. 4, from which 
this excerpt is taken: 

“We feel that the Company will, as to the remaining area in Alabama in 
which it operates, be able to carry on its business operations in a normal manner; 
and with the assurance given us by TVA, that this purchase is the final step 
in carrying out the plan for long-term adjustment of the relations between the 
Authority and privately owned utilities in the region, we can make plans for the 
future.” [Italic provided.] 

These considerations, therefore, practically determined the location of the 
boundary line as it appears in Drawing A-1(a) in the contract of May 7, 1940. 

Reference to Alabama Power Co. maps shows that the actual boundary line 
dips down slightly into the northern parts of Etowah and Calhoun Counties. 
These areas were served by the Cherokee Electric Cooperative. It had been 
anticipated by both the company and TVA that the boundary line (as shown in 
exhibit 1) would follow the northern lines of Etowah and Calhoun Counties. 
This was to be accomplished by the company’s purchasing the cooperative’s lines 
in the two counties. The company’s representatives were unable to work out 
such an agreement with the cooperative, so the boundary line was adjusted to 
include the two small areas in Etowah and Calhoun Counties within the Author- 
ity area. 

The contract between Alabama Power Co., and TVA dated as of May 7, 1940, is 
a lengthy document and contains maps indicating to the State as a whole and as 
to each particular area, the properties transferred and those retained. Draw- 
ing No. A—1(a) shows the Authority area in solid yellow. 

There were discussions on the floor of the Senate in 1957 when the TVA.bill 
(S. 1869) was before the Senate, in which certain statements were made by 
Senators Kefauver, Hill, and Eastland with respect to the TVA boundary line, 
and these are important in showing a lack of desire on the part of TVA to 
expand the area served by it. 
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(Excerpts from their statements are herewith set out:) 


SENATE 1869 (Excerpts From CONGRESSIONAL REcoRD) 


Mr. Keravuver. Mr. President, we would not want to have any Senators get 
a false impression about how the TVA has been operated or about the aims of 
the TVA. The testimony shows that throughout many years the TVA has oper- 
ated on a friendly and harmonious basis with private power companies on the 
perimeter of its area, and there have not been any efforts by the TVA to expand 
into other territory. The private companies have gotten along all right with 
TVA. 

It is not now the intention of the TVA, and it never has been, to extend into 
the white area shown on the map. I assure the Senator that was the testimony 
before the committee. 

I know we who are sponsors of the bill and particular friends of the TVA have 
no desire to do more than make a minor adjustment, such as the Senator from 
Mississippi has explained, in connection with the TVA operation. I think the 
amendment of the Senator from New Hampshire, taken with the modification 
by the Senator from Mississippi, will clear the matter up. What it provides is 
in conformity with what all of us have had in mind, and with the intention and 
the practice and the purpose of the Board of Directors of the TVA itself (103 
Congressional Record 14195, Aug. 9, 1957) - 


Mr. Hitz. I do not want to see this power sold by the TVA outside this area. 
The power is distributed by municipalities and REA cooperatives—approxi- 
mately 98 municipalities and some 53 cooperatives (103 Congressional Record, 
14196, Aug. 9, 1957). 


Mr. EastLAnpD. In the second place, the bill provides a limitation on the right 
of the TVA Board to expand geographically the territory which TVA serves. 
Those who have complained of TVA’s operations have often expressed the fear 
that TVA would expand the area of its operation until it became an octopus 
engulfing the whole United States. I submit that TVA’s record does not justify 
any such apprehensions at all. But to those who do have such fears, I say 
that the bill provides a safeguard in that direction (103 Congressional Record, 
14219, Aug. 9, 1957). 


The full significance of the boundary line agreement can be appreciated only 
when consideration is given to the financing the company was able to under- 
take after May 7, 1940. 

Alabama Power Co. was able to redeem its existing debt in 1942 by issuing 
and selling to the public through underwriters, $80 million of bonds having a 
substantially lower interest rate than the ones redeemed and by borrowing 
$12 million on long-term banknotes. Subsequently the company, to help finance 
the expansion of its system, issued and sold to the public through underwriters 
from time to time, additional bonds aggregating $150,500,000 in principal 
amount. 

In 1946, the company issued 300,000 shares of 4.2 percent preferred stock in 
exchange for a like number of outstanding shares of $5, $6, and $7 preferred 
stock outstanding in the hands of the public, and redeemed the remaining shares 
of such stock by borrowing $7,600,000 on long-term banknotes. 

In addition, the company sold in 1950, 100,000 shares of 4.60 percent pre- 
ferred stock for $10,006,000 in cash. Since 1947, Alabama Power Co. has also 


issued and sold to the Southern Co. 857,500 shares of its common stock for. 


$85,750,000 cash. 


In connection with the acquisition of Birmingham Electric Co., merged into 


Alabama Power Co. in 1952, Alabama Power Co. issued 26,455 shares of its com- 
mon stock in exchange for 529,122 shares of common stock of Birmingham Elec- 
tric Co. and issued 64,000 shares of its 4.20 percent preferred stock in exchange 
for a like number of shares of 4.20 percent preferred stock of Birmingham Elec- 
tric Co. Alabama Power Co. also assumed the then outstanding indebtedness 
of Birmingham Electric Co., consisting of $10,180,000 of bonds and $1,125,000 
of long-term banknotes. 
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Thus, during the period from 1940 to February 25, 1959, Alabama Power Co. 
has issued and sold or exchanged the following securities : 


Bonds having an aggregate principal amount of__.____..___--__--_ $230, 500, 000 
Preferred stock having a par value of —— 46, 400, 000 
Common stock for an aggregate cash consideration of_.__._._____- 85, 750, 000 
Long-term banknotes aggregating gis 19, 600, 000 


In addition, Alabama Power Co. assumed $11,305,000 of debt of Birmingham 
Electric Co. and issued 26,455 shares of its common stock in exchange for com- 
mon stock of Birmingham Electric Co., bringing the total value of all securities 
issued and assumed during this period to $401,624,000. This financing was done 
on the faith of the agreement of May 7, 1940, and Chairman Lilienthal’s state 
ment of March 6, 1938. 

That same boundary line agreement is essential to the accomplishment by 
Alabama Power Co. of the financing required for the future. Plant additions of 
Alabama Power Co. for the years 1959, 1960, and 1961 will amount to $154,- 
741,000 for the 3-year period, not including the company’s 50 percent participa- 
tion in the $150 million Southern Electric Generating Co. Our bond require 
ments for this period, that is 1958-61, will be $80,922,000. 

In addition, the company expects to obtain substantial amounts through the 
sale of its common stock to the Southern Co., the holding company (which in 
turn will sell its stock to the public), so that the common stock requirements 
for the 4-year period will be $44,500,000. 

The total plant additions of Alabama Power Co. for the period 1959 through 
1968, including one-half of the SEG Co. plant, will amount to more than $691 
million. 

Area limitation language which would effectively confine TVA to its present 
service area is necessary to avoid such a threat from this bill; and such lan- 
guage would have a stabilizing effect on the ability of our company to meet the 
tremendous financial requirements of Our present expansion program, which 
includes an extensive river development program on two of our river systems in 
Alabama. 

We earnestly and respectfully urge, should any bill be reported by this com- 
mittee, that you provide language which clearly would not permit TVA power 
to be distributed outside of its present service area. 

(Exhibits 2, 3, 4, and 5 are as follows:) 


Exuusit No. 2 


[Released to Sunday papers. Issued in Washington exclusively] 


TENNESSEE VALLEY AUTHORITY, 
Washington, D.C., March 6, 1938. 


A comprehensive plan for a long-term adjustment of relations between the 
Tennessee Valley Authority and private power companies in the Southeast was 
proposed today by Director David E. Lilienthal, to whom the TVA Board some 
weeks ago delegated the responsibility of negotiating a basis for settlement. 

Mr. Lilienthal’s proposal provides for an integrated and economic distribution 
market, operated by appropriate local public agencies, adequate to absorb the 
entire TVA power output, which would be allocated as fairly as possible in 
accordance with the provisions of the law, among the various sections of the 
Tennessee Valley region. In broad outline, the plan contemplated that TVA 
will provide generation and transmission, and that local agencies will be respon- 
sible for distribution. In the proposed buying of properties the same general 
allocation of functions between the TVA and local agencies is suggested. 

The proposal includes the sale to the appropriate public agencies—city, power 
district, rural association, or TVA—of electric facilities owned by the power 
companies in northern Alabama, northeastern Mississippi, and substantially 
all of the State of Tennessee, including the cities of Memphis, Chattanooga, and 
Knoxville. The actual legitimate cost of the properties, less the depreciation 
accrued since they were installed, is proposed as the primary basis for the price 
to be paid. In virtually all of this territory, the communities themselves have 
held elections favoring establishment of their own electric distribution systems 
and purchase of TVA power, or definite steps by the communities have been 
taken in this direction. 
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In acordance with this program Mr. Lilienthal has already conferred with 
respect to the purchase of facilities in the Knoxville area and negotiations are 
also in progress in west Tennessee. The foregoing properties are part of the 
Electric Bond & Share system. In letters of March 4, to the presidents of the 
Mississippi Power Co., Alabama Power Co., and Tennessee Electric Power Co., 
and to the president of the Commonwealth & Southern Corp. which controls these 
operating companies, Mr. Lilienthal set out the basis of this plan and immediate 
negotiations to include properties owned by these companies were invited. 

In summarizing his proposal, Mr. Lilienthal said : 

“For approximately 5 years the Authority has been perfecting its plans for 
water control in the Tennessee River Basin. We now have reliable estimates 
of the present and future output of power which can be produced after the prior 
requirements of navigation and flood control have been met. Five years’ experi- 
ence has also developed a fairly complete picture of the demand for this power as 
represented by contracts already concluded and requests for contracts with muni- 
cipalities and county power associations, whose needs are given preference by 
the terms of the Tennessee Valley Authority Act. Most of the power which is 
now and will be available is needed to fulfill the power requirements of these 
preferential nonprofit agencies. The proposal now advocated is based on a 
consideration of total power to be available and upon the expressed desires of 
local agencies for purchase of that power, and recognizes the economic importance 
of avoiding duplication of electric facilities. 

“Chiefly because of the disruptive effect of litigation against the TVA, no 
comprehensive adjustment has hitherto been possible. The plan which is now 
suggested will, I believe, serve as an appropriate basis for immediate negotiations, 
for the following reasons: 

“1. It is comprehensive and provides a long-time basis of adjustment upon 
which all parties can then make their plans for the future. 

“Here it is essential to bear in mind that only a definite and limited amount 
of power can be produced under the Authority’s plan for the unified development 
of the Tennessee River system, submitted to Congress in March 1936. That 
amount of power (present and prospective) is known, within narrow limits, and 
the facts pertaining thereto have been reported to Congress in public reports 
from time to time. Once a market is found for all of that power, with a reason- 
able reserve for expansion and increase within the region served, then the 
situation with respect to the power companies’ properties lying outside of such 
region becomes stabilized.* 

“2. By providing for the sale of properties at a fair price, it makes it unneces- 
sary for communities which have voted to use TVA power to construct compet- 
ing and duplicate distribution facilities, and thereby protects the investor. 

“It has been repeatedly said that the communities in the Tennessee Valley 
and the TVA intend to pay grossly inadequate prices for any properties to be 
purchased, and that no fair price can be secured because the sales will be made 
under the threat of competition. That is not the fact. In order that this 
issue may be set at rest, I have included in the letters just sent to the several 
companies a suggestion on price, namely that the price be based upon the actual 
legitimate cost of the purchased properties, less the loss in value due to the 
fact that the property is no longer new; in other words, the actual legitimate 
cost less the accrued depreciation. 

“8. The proposal is consistent with the TVA’s obligations under the act of 
its creation and is, therefore, to be distinguished from plans which have been 
suggested from various sources ever since the Authority’s inception which 
violate the fundamental policies of the statute.” 


1 Specifically, if the suggested plan met with the approval of all parties and were put 
into effect, it would mean that now and for the future all the power that the Authority 
can equitably allocate to Mississippi would be absorbed by the proposed purchase and 

resent commitments; a similar situation would apply in Alabama and Tennessee. A 
imited amount of poset would be available to Georgia in addition to present contracts. 
Upon omens of Hiwassee Dam in 1942 or 1943, a further definite amount would be 
available for Georgia and also a limited and definite amount in an area near that dam in 


North and South Carolina, provided, of course, public agencies in such areas called upon 

the Authority for contracts. Whenever power installation is made at Gilbertsville Dam 

a similar Zee of allocation of a definite amount of power to western Kentucky would 
presented, 
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Exuzsir No. 3 


TENNESSEE VALLEY AUTHORITY, 
Knooaville, Tenn. February 24, 1940. 


ALABAMA PURCHASE 


The Tennessee Valley Authority has reached an agreement with the Alabama 
Power Co. for purchase of certain electric properties of the company in Colbert, 
Lawrence, Limestone, Morgan, Madison, Cullman, Marshall, Jackson, DeKalb, 
Franklin, and Cherokee Counties in north Alabama, Gordon R. Clapp, TVA 
General Manager, announced today. J. A. Krug, Chief Power Engineer, and 
J. ©. Swidler, Solicitor, represented the Authority in negotiating the purchase, 
The company was represented by M. M. Barry, vice president. 

The agreed purchase price for the properties is $4,600,000, to be divided 
‘among the Authority and the municipalities and cooperative associations par- 
ticipating in the transaction. Huntsville is the largest city included in the sys- 
tem to be purchased. 

As in previous purchases of privately owned electric systems, the Authority 
will acquire mainly transmission and substation facilities while the local muni- 
cipal and cooperative agencies will purchase the distribution systems. 

The probable date for conveyance of the properties is May 1, 1940. 

This purchase is the final step in carrying out the plan for long-term adjust- 
ment of the relations between the Authority and privately owned utilities 
in the region, as outlined by Director David E. Lillienthal on behalf of the Board 
of Directors on March 6, 1938, Mr. Clapp said. Other purchases conteniplated 
under this plan, notably acquisition of the Tennessee Electric Power Co. system 
and certain electrical properties in north Mississippi, were completed during 
the past year. 

Together with the present customers of the Authority and those to whom the 
Authority has made commitments, the facilities now being purchased from 
the Alabama Power Co. will provide a market for the power now being gen- 
erated by TVA and that which will be made available by completion of projects 
in the near future. Not until the completion of Kentucky Dam, at Gilberts- 

-ville, Ky., in 1945 or 1946 will the Authority have some additional power 
for sale. It is expected that this power can be sold in the region near Kentucky 
Dam. 

The facilities to be purchased in Alabama serve approximately 14,000 elec- 
-tricity customers. They will provide TVA with a market for about 80 million 
-kilowatt-hours annually, bringing in about $400,000 in revenues. 

The agreement excludes certain company properties including distribution 
‘systems in the municipalities of Fort Payne, Scottsboro, Guntersville, Albert- 
ville, Hartselle, Decatur, Courtland, and Russellville, all of which had con- 
structed new systems after efforts to purchase the existing facilities had failed. 
It is understood that the company is negotiating separate deals with each of 
these municipalities and agreements have been reached with Decatur, Fort 
Payne, Scottsboro, and Hartselle. 

Transmission properties which are not essential to the Authority’s service 

are also excluded. Some transmission facilities in this area were purchased 
by the Authority in 1936, in accordance with an agreement negotiated with the 
mene Power Co. and other Commonwealth & Southern subsidiaries in 
1933. 
_ The final contract for the purchase of the properties will be drawn after the 
TVA and the power company have concluded arrangements with the munici- 
palities and cooperative associations which plan to purchase the distribution 
properties. 


No. 4 
ALABAMA Power Co. Press RELEASE OF Fresruary 24, 1940 


Thomas W. Martin, president of Alabama Power Co. today made the following 
statement: 

“Agreement has been reached with Tennessee Valley Authority, subject to the 
approval of State and Federal commissions, by which Alabama Power Co. is to 
sell to TVA and other public agencies certain of its production, transmission, 
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and distribution facilities in north Alabama counties of Jackson, Madison, 
Limestone, Lauderdale, Colbert, Lawrence, Morgan, Marshall, DeKalb, Cherokee, 
Cullman, and in portions of Franklin. The agreement was reached after many 
discussions with the hope of meeting, so far as practicable, the requirements of 
TVA for an exclusive area of operation in northern Alabama, adjoining its 
operations in Tennessee. We feel that the company will, as to the remaining 
area in Alabama in which it operates, be able to carry on its business operations 
in a normal manner; and with the assurance given us by TVA, that this pur- 
chase is the final step in carrying out the plan for long-term adjustment of the 
relations between the Authority and privately owned utilities in the region, we 
can make plans for the future. 

“It was agreed by TVA that, so far as possible, the Authority would cooperate 
fully in an effort to place as many as possible of the employees in the area with 
the purchasing agencies. At the same time, it is the intention of the company 
to provide employment for some of its employees in other operations of the 
company. 

“While no definite time is fixed for the conclusion of the sale, it is anticipated 
that it will take place about the first of May.” 


Exursit No. 5 


Some Excerpts From HEARINGS BEFORE A SUBCOMMITTEE OF THE COMMITTEE 
ON Pusiic Works, U.S. Senate, Aprit 1957 


TVA has carried out its responsibilities although its power service area has 
been almost completely stable, and I emphasize that, although its power service 
area has been almost completely stable for many years (p. 29, statement of 
Senator Hill). 

We favor continued TVA distribution of power in the area now served. We 
believe the present service area should not be expanded (p. 74, statement of 
American Farm Bureau Federation, by Matt Triggs). 

We favor continued TVA distribution of power in the area now served. We 
believe the present service area should not be expanded (p. 123, statement of 
“Tom Hitch, president, Tennessee Farm Bureau Federation). 

Mr. Boutprn. Mr. Chairman, I would like to emphasize the fact 
that the Alabama Power Co. and the Tennessee Valley Authority 
enjoy a very fine relationship. We have cooperated with the Ten- 
nessee Valley Authority for 26 years. We have not sought their cus- 
tomers, nor have they sought our customers. We have developed an 
area of cooperation with the Authority in our operating procedures 
which is helpful to both of us. 

For many years Alabama Power Co. and the Tennessee Valley Au- 
thority have exchanged large quantities of electricity, which has been 
helpful to both of us. We want to and intend to remain at peace 
with the Tennessee Valley Authority. 

I confine myself now to the effect of the language of this bill on 
the territory of the Alabama Power Co. 

The invasion of the service area of the Alabama Power Co. involved 
in the language of these bills would involve seven Alabama counties. 
Two of these counties, Franklin and Winston, are served partly by 
the Alabama Power Co. and partly by the Tennessee Valley Authowity 
with our respective areas being clearly defined. 

_ Three other counties, Etowah, Calhoun, and Jefferson, are within 
‘the language of the bill only because a small portion of each receives 
TVA service, with our company serving the remainder. 

In these counties are three of the most populous cities served by 
our company, namely, Birmingham, Gadsden, and Anniston. 

The other two counties, Blount and Marion, are served entirely by 

‘Alabama Power Co. and are within the language of the bill only be- 
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cause a very small proportion of each lies within the Tennessee River 
drainage basin. 

The area threatened by this bill comprises approximately 4,300 
square miles, in which the Alabama Power Co. is now serving over 
255,000 customers, or 42 percent of all the customers served by our 
company. 

The revenue derived by the Alabama Power Co. from the sale of 
the electricity to those customers is more than 40 percent of the total 
revenue of the company. It is apparent that the loss of this area 
would have a tremendous impact upon the company. 

If these bills were enacted in their present form, this loss would 
be continually threatened, even though the TVA did not extend into 
the company’s service area One square inch. 

It is of the utmost importance to our company that the bound 
jurisdictions between our company and the Tennessee Valley Author- 
ity, which existed so long, be preserved. 

We earnestly and respectfully urge, therefore, that any bill reported 
by this committee retain the Cency line between our territories 
which we have both so long and meticulously observed. 

Mr. Mack. Mr. Bouldin, I noticed in your statement on page 10 
you quoted Senator Kefauver, Senator Hill, and Senator Eastland 
as all declaring they do not believe the Tennessee Valley Authority 
has any intention to go beyond its present service area. 

Mr. Bounprn. That is correct. 

Mr. Mack. That is all I have, Mr. Chairman. 

Mr. Bouupry. Thank you very much, Mr. Chairman, for the op- 
portunity to appear and present my statement. 

Mr. Davis. Mr. Colmer, would you mind introducing your repre- 
Mr. Ch f th bl Il 

r. Cormer. Mr. Chairman, if that is agreeable to my colleague, 
Mr. Davis, I will be happy to. 


STATEMENT OF HON. WILLIAM M. COLMER, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF MISSISSIPPI 


Mr. Cotmer. Mr. Chairman, may I have just 1 minute for this 
purpose? I realize how busy this committee is and how patient the 
committee has been in hearing both sides of this issue. 

Mr. Chairman, before I present my distinguished constituent here 
may I just levethia one word. 

was in the Congress and voted for the original TVA bill. I have 
supported TVA. I was also in the Congress and helped to sponsor 
the original REA bill when it was passed. I think both of these os 
agencies have served a very useful purpose. I certainly would not 
want to be a party to destroying either of them. 

Mr. Chairman, I believe in a policy of live and let live. Now, I 
don’t think it was ever the intention of the Congress when this bill 
was presented, the original TVA bill, and adopted as a law that the 
TVA would expand out all over the country to the disadvantage 
and in competition with private enterprise, the private power com- 
— After all, if it were not for private enterprise we couldn’t 

ve TVA or REA or any of these other agencies. 

I am basically and constitutionally opposed to the ever extending 
and expanding of these government and semigovernment agencies 
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and, therefore, Mr. Chairman, although I have not discussed it with 
him nor with menene else, I say here today off the cuff that I am 
in accord with the amendment that has been proposed by our dis- 
tinguished colleague, Mr. Vinson, of Georgia. I think it should be 
adopted not only for the interest of the Government and for private 
enterprise but of in the interest of and for the benefit of those peo- 
ple in your great State, Mr. Chairman, and mine and the other States, 
that now have the benefit of TVA. 

Mr. Chairman, I appreciate your permitting me to make this brief 
statement. 

Mr. Jones. May I ask Mr. Colmer a question ? 

Mr. Cotmer. Mr. Jones, I would be happy. 

-Mr. Jones. Mr. Colmer, are your chief objections before now be- 
fore the committee, the language contained in it which you consider 
a territorial expansion ? 

Mr. Cotmrr. Yes, Mr. Jones; that is my position exactly. 

Mr. Jones. As a supporter of the original TVA bill and that the 
bill hadn’t been in operation or the enterprise having been in opera- 
tion now 25 years, are you satisfied with the territorial arrangement 
that has existed during this 25 years of operation ? 

Mr. Cotmer. Well, I would think that my support of it would in- 
dicate that; yes, sir. I think I know where the gentleman is going 
and I will say to him that—pardon me, no personal thought in this. 

Mr. Jones. No, because it is a very pertinent question before the 
committee, the consideration that because of various alternatives that 
are going to be measured by the committee and I think we should have 
the benefit of your views that will be quite helpful and quite valuable 
to the committee. 

Mr. Cotmer. I appreciate the gentleman’s remarks. What I was 
trying to say in the interest of time here, because I recognize that I am 
trespassing upon the time of others, is that while I have some mis- 
givings about the method of this financing, basically I think it ought 
to be self-financed, and I have told my people that, but I have some 
reservations about the method that is proposed to be financed, but I 
would say to the gentleman in all candor and all frankness and to 
my other colleagues here, that if this amendment or some similar 
amendment containing this agency within its present setup is adopted 
I would be happy to go along with the legislation. 

Mr. Davis. Thank you. 

Mr. Cotmer. Mr. Chairman, now may I present Mr. — well, I call 
him Jack Watson, the president of the Mississippi Power Co., a con- 
stituent of mine, a young man whom I have known practically all of 
his life. May I be indulged in the line of those who have gone im- 
mediately before with a little personal thing to say that when I was 
district attorney and this young man’s grandfather was the circuit 
udge that he used to drive us to court, so I have had the privilege of 

owing him a very long time. He is an outstanding young man, 
has contributed much to the civic activities of my immediate section 
_and a man who enjoys the confidence and respect of all who know him. 

I take pleasure, Mr. Chairman, and thank you and the other mem- 
bers of the committee, in presenting to you Mr, Watson who will make 
a brief statement. 

Mr. Watson. Thank you. 
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Mr. Davis. Thank you very much. We will hear from Mr. Watson, 

Mr. Youne. Mr. Chairman, may I take this gS eirge A to com- 
mend the gentleman from Mississippi, our distinguished colleague, on 
the fine statement he made and while I am on that point, Mr. Chair- 
man, I would like likewise by way of correcting the record to state. 
that our able colleague from Alabama, Mr. Huddleston, certainly 
needs no introduction to this committee and I am sure our distin- 
guished colleague meant nothing: 

Mr. Kuvozynsx1. No, I knew that the reporter wondered who he 
was. 

Mr. Youne. Thank you very much, Mr. Chairman. 

Mr. Davis. We hear now from Mr. A. J. Watson, president of the 
ee Power Co. for 5 minutes, under the agreement with Mr. 

ranc 


STATEMENT OF A. J. WATSON, JR., PRESIDENT, MISSISSIPPI 
POWER C0. 


Mr. Watson. Thank you, Mr. Chairman. I think I can stay with- 
in my 5 minutes. I will not attempt to duplicate the things that Mr. 
Branch and others have idiblonell: this morning, but will speak spe- 
cifically to my own company’s particular situation, and how this bill 
might affect it. 

r. Chairman and members of the committee, my name is A. J. 


Watson, Jr. I am president of Mississippi Power Co. with general 


offices in Gulfport, Miss. I have been connected with the company 
since February 1930. 

The Mississippi Power Co. serves over 107,445 customers directly 
in 137 communities, 47 of which are incorporated, in 23 counties 
comprising the southeast portion of Mississippi. This section of 
11,500 square miles has approximately 24 percent of the State’s pop- 
ulation and land area. We also serve over 53,000 customers indirectly 
by supplying, within the territory we serve, all wholesale power re- 

uirements of the six REA co-ops located therein, at 30 separate de- 
livery points. 
I believe that H.R. 3460, and other bills identical thereto, poses a 


serious threat to the future operations and financial stability of my’ 


company. 
It appears to me unwise that a governmental agency, such as TVA, 
be authorized to finance, at its own discretion and without con 


sional control, by its issue of so-called revenue bonds, bonds which are 


in fact nonetheless backed by huge amounts of past congressional ap- 

priations and accumulated revenues therefrom. If the Congress, 
Lowever, should see fit to do this, the bill should prevent TVA from 
expanding beyond its present service area. 


H.R. 3460 does not contain provisions that would prevent TVA 


from expanding into areas it is not now supplying. The language 


contained in this bill would specifically and unquestionably permit 
and encourage the expansion of TVA power in five of the northern 


counties now being served directly or indirectly with power provided | 


by Mississippi Power Co. 


About one-third only of two of such counties, Newton and Scott, ' 


is being served through an REA co-op with TVA power; the re- 
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maining two-thirds of such counties are served entirely, directly or 


indirectly, with power from Mississippi Power Co. 


In the other three counties, Lauderdale, Clarke, and Wayne, the 
entire electric 7 requirements are presently furnished from our 
In 


system, in part by direct sales, and in part through wholesale deliver- 
ies to an REA co-op. This co-op, however, is also purchasing TVA 
power for distribution wholly outside of those counties. 

Thus, under the language of the so-called area limitation of H.R. 
3460, all of the remaining two-thirds of Scott and Newton, Lauder- 
dale and Clarke, and part of Wayne County could be added to the 

resent TVA service area, regardless of how now served, and regard- 
ee of the fact that in three of these counties no TVA power is now 
being used. 

Some of our major urban and suburban operations and one of our 
major steam-electric generating stations of 80,000 kilowatts capacity, 
near Meridian, are in these counties. 

The extension of sales of TVA power for distribution throughout 
these counties at TV A-subsidized rates could create a competitive 
situation of incalculable difficulty, threatening a possible loss of our 
properties within at least those counties. 

Such a threatening possibility might well also have serious adverse 
effects on our ability to finance at reasonable rates the construction 
required for — ening and expanding our system, whether or not 
directly threatened. 

The area which is now being served with TVA power has generally 
become recognized as such re 3 if in the considered judgment of this 
committee, a revenue bond financing bill should be reported favorably, 
I respectfully but urgently request that, in addition to adequate con- 

ressional and budgetary controls, there be included area limitations 
that would absolutely confine TVA power to the area which is now 
being served directly and indirectly by it. + 

Mr. Chairman, this bill would permit the expansion of the Ten- 
nessee Valley Authority subsidized power in five of the counties now 
being served, directly or indirectly, with power provided by my 
company, the Mississippi Power Co. 

About one-third only of two of such counties, Newton and Scott, is 
being served through an REA co-op, with TVA power. The remain- 
ing two-thirds is being served entirely, either directly or indirectly, 
with power from my company. 


In the other three counties, Lauderdale, Clarke, and Wayne, the’ 


entire electric energy requirements are presently furnished from our 
stem, in part by direct sales, and in part through wholesale de- 


liveries to an REA co-op. This co-op, however, is also purchasing: 


Tennessee Valley Authority power for distribution wholly outside 
of those counties. 

It. would be possible, therefore, under the so-called area limitation 
of this bill, for Lauderdale and Clarke, and the remaining two-thirds 


of Scott and Newton, and part of Wayne County to be added to the 
_ present TVA service area, regardless of how it is now served, and re- 
“ares of the fact that in three of these counties no Tennessee Val- 
e 


y Authority power is now being used. 
Therefore, we would be threatened with the possible loss of our 
properties, at least in those counties. 
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The area now being served with TVA power has generally become 
recognized as such, and I respectfully but urgently request that if, 
in the judgment of this committee, this bill should be reported favor- 
ably, it contain, in addition to adequate congressional and budgetary 
controls, area limitations to the Tennessee Valley Authority power, 
confining it to the area now being served directly or indirectly by it. 

Thank you, Mr. Chairman. 

Mr. Davis. Thank you for your statement, Mr. Watson. 

Mr. Davis. Under the rules we will recognize Mr. Lansing T. 
Smith, Jr., president of the Gulf Power Co., Pensacola, Fla. 

We will recognize you for 5 minutes, sir, under the agreement with 
Mr. Branch, speaking specifically as far as Florida is concerned. 


STATEMENT OF LANSING T. SMITH, JR., PRESIDENT, GULF POWER . 


CO., PENSACOLA, FLA. 


Mr. Smirn. Mr. Chairman, I will not use the 5 minutes. 

The committee may wonder why a representative of a power com- 
pany as far away as Florida would even ask for your time. That 
should be —— in itself. It was so ably pointed out here this 
morning by the distinguished Congressman from Georgia, Mr. Vinson, 
that there are, as we also think, some loopholes in this bill. 

One of those loopholes, Mr. Chairman, would permit a line to be 
constructed to the Jim Woodruff Dam in Florida, right in our territory. 

Florida is one of the fastest-growing States. A utility must keep 
ahead of the growth, and our section of the State is growing as fast 
as the rest of Florida. We are in the unique position of having to 
spend in a 4-year period as much as we had spent in the entire 30 years 
of life of our company. 

To do this, we must do some financing. The finance people asked 
us about Government competition. We have always been able to 
tell them that the Tennessee Valley Authority is far away and does 
not worry us. We hope and urge that this bill considered today be 
amended, or an amendment be passed to confine the Tennessee Valley 
Authority to its present service area, and then we can still say we are 
not worried about the Tennessee Valley Authority in northwest 
Florida. 

Thank you. 

Mr. Davis. I am sure you will not have to worry under the original 
act, nor under this bill. 

Mr. Smiru. I hope so, sir. 

Mr. Davis. Without objection, your prepared statement may be 
made a part of the record. 

Mr. Smiru. Thank you. 

(The prepared statement of Mr. Smith is as follows :) 


My name is Lansing T. Smith, Jr. I am president of the Gulf Power Co., with 
general offices in Pensacola, Fla. The service area of Gulf Power Co. is in 
northwest Florida, that portion of the “panhandle” section of the State lying 
west of the Apalachicola River. 

To save time, I will not discuss my general objections to legislation permitting 
the sale of revenue bonds to finance a Federal business activity, thereby bypassing 
traditional congressional control, but will confine my remarks to the effect of 
this proposed legislation upon the employees and customers of the company I 
represent and upon the investors in its securities. 


FR 
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Gulf Power Co. serves 91,000 customers in 64 communities and rural areas 
of northwest Florida. The rate of growth of Florida is greater than any 
major State in the Nation and the growth of that part of the State in which 
our company operates is no exception. This section is experiencing phenomenal 
industrial development and increase in population. In order to keep ahead of 
this growth the company is presently engaged in a relatively large construc- 
tion program. With a total investment in plant of about $70 million at the 
end of 1957, investments of some $15,750,000 were required in 1958 for new 
generating, transmission, and distribution facilities. It is estimated that ex- 
penditures for new facilities during the 3-year period 1959, 1960, and 1961 will 
exceed $33 million. We are in the unique position of having a 4-year construc- 
tion program requiring investments equal to 70 percent of all the money invested 
during the previous 30-some-odd years existence of the company. 

To finance this construction program the company must sell additional securi- 
ties. In our opinion, financial people are becoming more and more concerned 
in regard to participation by the Government in the electric power business. 
Questions are frequently asked relative to the competition of Tennessee Valley 
Authority and other Government power agencies in the area served by our 
company. Until presently we have answered to the effect that there is always 
a possibility of such competition but that our service area is, to a certain extent, 
isolated from the existing service area of TVA. 

In our opinion, the purported area limitation language of H.R. 3460 does 
not confine TVA to its present service area. Among other loopholes is an excep- 
tion authorizing TVA to connect with agencies of the United States or other 
utility systems wherever located. It is not clear that the provision against 
resale by a distributor would apply to a Federal agency. If it does not, TVA 
would have the right to sell power to the Southeastern Power Administration. 
This would permit the construction of a line across areas now served by others, 
directly into the area served by our company. Southeastern Power Adminis- 
tration’s “Jim Woodruff” hydro project in Florida, is within 2 miles of an im- 
portant part of our system, Scholz steamplant. 

We are deeply concerned lest further expansion of the TVA service area under 
this bill adversely affect the sale of our company’s securities and result in 
higher interest rates and other costs which would have to be borne by our 
customers, 

We respectfully urge that H.R. 3460 be amended to definitely confine TVA 
to its present service area. 


Mr. Davis. We hear next from Mr. William B. Cafky of the Con- 
necticut Chamber of Commerce. 

Mr. Cafky. 

How long will it require for you, Mr. Cafky ? 


STATEMENT OF WILLIAM B. CAFKY, EXECUTIVE VICE PRESIDENT, 
THE CONNECTICUT CHAMBER OF COMMERCE, APPEARING ON 
BEHALF OF THE MEMBER STATE CHAMBERS OF THE COUNCIL 
OF STATE CHAMBERS OF COMMERCE 


Mr. Carry. Mr. Chairman, I am here today appearing not only 
for the Connecticut State Chamber of Commerce, but also for 24 other 
State and regional chambers of commerce in the United States who 
are members of the Council of State Chambers of Commerce. 

If I could have about 35 seconds for each organization I could finish 
within 14 or 15 minutes. 

Mr. Davis. You do not have any fear that the Tennessee Valley 
Authority is going to come up into Connecticut, do you ? 

Mr. Carxy. Well, I was here and testified before this committee and 
had the honor of appearing here last year. 

Iwould like to introduce to you also and to your committee Mr. 
Eugene F. Rinta, who is director of research of the Council of State 
Chambers of Commerce. If any questions are directed at me and if 
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‘they are too technical, I would appreciate it if Mr. Rinta would be 
allowed to speak on them. ‘ 
Mr. Davis. I guarantee you the TVA never expects to go up into 
‘Connecticut. I will tell you that right now. With all due respect, 
‘that is as farfetched an idea as I ever heard in my whole life. 
All 14 minutes. 
Mr. Carxy. My name is William R. Cafky. I am executive vice 
president of the Connecticut Chamber of Commerce, Inc., the head- 
quarters of which is located at Hartford. I appear here today in 
behalf of the Connecticut chamber and 24 other State and regional 
chambers of commerce which are members of the Council of State 
Chambers of Commerce. The State chambers for which I speak are 
listed at the end of m statement. Pity 
Mr. Jones. May I ask the witness if he will describe in the record 
the 24 other State and regional chambers? 
Mr. Carxy. I beg your parden, sir. They are appended on the last 
sheet of my statement and they are as follows: The member State and 
regional chambers of commerce in the Council of State Chambers of 
Commerce which have endorsed the foregoing statement are listed on 
the following page: 
Arkansas State Chamber of Commerce. 
Colorado State Chamber of Commerce. 
Connecticut Chamber of Commerce. 
Florida State Chamber of Commerce. 
Georgia State Chamber of Commerce. 
Idaho State Chamber of Commerce. 
Indiana State Chamber of Commerce. 
Kansas State Chamber of Commerce. 
Maine State Chamber of Commerce. 
Missouri State Chamber of Commerce. 
Montana Chamber of Commerce. 
New Jersey State Chamber of Commerce. 
Empire State Chamber of Commerce (New York). 
Ohio Chamber of Commerce. 
State of Oklahoma Chamber of Commerce. 
Pennsylvania State Chamber of Commerce. 
South Carolina State Chamber of Commerce. 
Greater South Dakota Association. 
East Texas Chamber of Commerce. 
South Texas Chamber of Commerce. 
West Texas Chamber of Commerce. 
Lower Rio Grande Valley Chamber of Commerce (Texas). 
Virginia State Chamber of Commerce. 
West Virginia Chamber of Commerce. 
Wisconsin State Chamber of Commerce. 


In addition to the above State and regional chambers of commerce, 
the Salt Lake City (Utah) Chamber of Commerce endorses this state- 
ment. 

Mr. Jones. Thank you, sir. 

Mr. Carxy. At the outset I want to point out that the organizations 

_for which I speak are unanimous in their opposition to H.R. 3460, 
which is the subject of your consideration here today. We oppose this 
bill for two fundamental reasons. 

First, it is in our opinion against the interests of taxpayers gen- 
erally because it subordinates repayment of their investment in TVA 

_to a new class of investors and because it violates sound principles of 
Federal fiscal and budgetary control. 
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Second, it poses a clear threat of further Federal govermental 
competition with private industry which we have not only been seeking 
‘to restrain but also to reduce as fast as practicable. 

We do not come before you as a pleader for the one industry which, 
at this moment, has the most at stake in this legislation. They can 
speak for themselves. We speak for all kinds and sizes of business 
which constitute our memberships, for any one of them could be hurt 
in the future by legislation for which H.R. 3460 could be its precedent. 

Nor is our concern about Federal fiscal and budgetary control and 
the interest of taxpayers generally in Federal governmental affairs 
a recent development. Ever since the end of World War II the State 
chambers of commerce, working through the council of State cham- 
bers, have been carrying on an unceasing effort on behalf of economy 
and efficiency in the Federal Government. And we learned early 
that these goals cannot be achieved in Government, nor in private 
business for that matter, without adequate fiscal and budgetary con- 
trols over all spending units in the whole organization. 

Bally me state specifically the reason for our opposition to 


SUBORDINATION OF APPROPRIATION INVESTMENT 


The very first provision of the bill constitutes a slap at the tax- 
payer. It repeals a provision in the Government Corporations Appro- 
priations Act, 1948, which requires the TVA to repay to the Treasury 
the appropriation investment in TVA power facilities, This pro- 
vision calls for repayment in a specified manner of $348 million ap- 
propriations provided prior to June 30, 1947, and repayment of all 
subsequent appropriations for power facilities within 40 years after 
such facilities are placed in operation. 

Under this provision, which would be ee by H.R. 3460, re- 
payment to the Treasury of the present $1.2 billion net appropriation 
investment in TVA power facilities is now a prime obligation of TVA. 
Under H.R. 3460, however, the appropriation investment financed by 
taxpayers would be subordinated to the interests of bondholders. 
While the net power revenues would accrue largely from the appro- 
priation investment, debt service on the bonds would have first call 
on these revenues. Moreover, the provisions on power rates in section 
15d(f) do not make mandatory the charging of rates that will assure 
sufficient net power proceeds to cover repayment of appropriations. 

Not only is repayment of the appropriations investment subordin- 
ated but it is also extended so that the present $1.2 billion investment 

may not be fully paid until the year 2080, or even later. And while 
the bill recognizes the propriety and obligation of TVA to pay some- 
thing to the Treasury for use of the appropriation investment, it 
dodges the responsibility of paying interest and provides instead for 
payment of a “return” which is deferable from time to time for 2 years 
each time. Moreover, this return is computed on the basis of the 
average interest rate payable by the Treasury on all its marketable 
securities, which means a lower rate than if computed on the appro- 
priate basis of average interest rate on long-term securities. 

I may add that the main difference of $15 million yearly over a 
et of 120 years would make a difference of approximately about $1 

ilion. 


| 
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LOOSENING OF FISCAL AND BUDGET CONTROLS 


This legislation would give TVA freedom from normal fiscal and 
budget controls such as has never been granted to any agency of the 
Federal Government. In our opinion, there has already been too 
much erosion of congressional control of the spending activities of 
executive agencies, but H.R. 3460 goes far beyond any past weaken- 
ing of control that we have noted. 

As a practical matter, TVA and its activities would virtually be 
excluded from the Federal budget since its receipts from bond sales 
and from power operations and the expenditure of these receipts 
“shall not be included in computations of receipts, expenditures, sur- 
pluses, or deficits in the budget prepared annually. * * *” Weknow 
of no other Federal agency or corporation which has this privilege. 

The bill would free TVA of compliance with the appropriations 

rocess. Thus, it would no longer have to submit its record of per- 

ormance, plans for the future, and requests for authorizations to 
the appropriations committees. This would be a bypassing of the one 
real restraint in Congress against the overexuberance of legislative 
committees. In our view there has papacy been too much bypassing 
of the appropriations process through the use of such devices as 
expenditures from public debt receipts and contract authorizations in 
legislative acts. 

t is only when agencies must submit their activities to the appro- 
priations committees that Congress forces itself to take a Rect look 
at what it has previously authorized on the basis of recommendations 
of a legislative committee. We think this second look is absolutely 
essential if Congress is to retain any real semblance of control over 
the purse. But if Congress enacts H.R. 3460, it will further re- 
linquish its control over the Federal establishment. It will give u 
the only effective review it has had of TVA’s power activities, whic 
is through the appropriations process. The TVA will not have to 

o to the appropriations committees for funds to expand its power 
Facilities because it can get the money from sale of bonds. And it will 
not have to go to these committees for permission to use power 
revenues to build new projects, because H.R. 3460 repeals the pro- 
vision of existing law which requires TVA to obtain such permission. 

Naturally TVA and its supporters would like to be exempt from 
the requirement to justify its program to Congress each year. Some 
have frankly stated that this is the main reason for enactment of 
legislation similar to H.R. 3460. But we see no sound reason why 
TVA should get this special privilege which has been granted to no 
other Federal agency. If such privilege became commonplace, and 
we fear it would with TVA asa precedent, the only control of Federal 
— would be the debt limit, which itself is proving to be a poor 
contro 

Mr. Davis. We have to go to answer a rollcall on the Hawaiian 
statehood bill. We will go over and come back immediately. 

I can only say this as I leave: You are just as far wrong—because 
you have not read carefully this bill—you are just as far wrong about 
this bill as you are to expect the Tennessee Valley Authority to go 
into Connecticut or Florida. 

Mr. Carxy. May I respectfully make an answer to that? I have 
studied this bill for 2 weeks. 
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Mr. Davis. Well, you surely do not reflect it by your testimony. 

Mr. Carxy. I have studied this bill for 2 weeks, sir. 

Mr. Davis. That is all right, sir. We will be back in 30 minutes. 

(Whereupon a recess was ad.) 

Mr. Davis. We will permit you to extend your remarks at this 
point, Mr. Cafky, and print your full statement in the record. 

Mr. Carxy. Thank you, sir, but before concluding my comments, 
could I make just a few more remarks? 

Mr. Davis. Yes, sir. 

Mr. Carxy. This is relative to H.R. 3460. 

Another erosion of fiscal control in this legislation is the relative 
freedom of action, without regard to Treasury supervision, given to 
TVA in the issuance of its bonds. In previous hearings on this leg- 
islation, the Secretary of the Treasury, the Budget Bureau and the 
Comptroller General have objected to the lack of restraint on TVA 
in this connection and we concur in their objection. 


H.R. 3460 WILL EXPAND TVA POWER MONOPOLY 


The original TVA Act prescribed no clear limitation on the TVA 
electric service area. Over the years, however, and particularly since 
the private electric companies in the area were taken over by TVA, 
two factors have served to control extension of the service area. One 
has been a gentlemen’s agreement between TVA and the private com- 

anies serving States contiguous to the TVA area. e other has 
n the control that Congress has been able to exercise through the 
appropriations process. 

The latter control would, of course, be abolished by H.R. 3460. 
The gentlemen’s agreement restricting the TVA area would also be 
eliminated because the bill enetr wer prescribes the TVA service 
area, extending it to some 25,000 square miles not now served by TVA. 
The language permitting this extension of service area would also 
appear to make oon expansion of the TVA service area far 
beyond the prescribed 25,000 additional square miles. This virtually 
unlimited expansion of service area appears possible because the 
limitation is restricted only to power facilities financed by revenue 
bond proceeds and receipts from electric power sales. The restriction 
would not apply, for example, to power from existing facilities nor 
to new distribution facilities financed by customers. Thus, power 
from such facilities could be sold wherever it would be economically 
feasible to do so. 

In addition, TVA may sell or distribute power to Federal agencies 
at any place. Language in the bill which limits resale of power by a 
“distributor” is not clear as to its applicability to Federal agencies. 
That opens the door to sale of TVA power far beyond the present 
area through such Federal power distribution agencies as the South- 
western andl Southeastern Power Administrations. 

We strongly oppose any expansion of TVA subsidized $s ac- 
tivities into territory now served by private investor-owned taxpay- 
ing electric companies. The inevitable result of such expansion by 
TVA would be the demise of the private companies. And their share 
of the tax burden would have to be picked up by a elsewhere 
who are already carrying a similar burden through their power rates. 
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We also view with grave concern the economic domination of a large 
area of these United States by a virtually autonomous Federal agency 
which H.R. 3460 would make possible. Expansion of the already vast 
power monopoly enjoyed by ‘TVA would make possible a realization 
of a key plank in the Socialist pasaeeen for most of the southeastern 
section of the country at least; that is, control of the economy through 
Government power monopoly. The Socialist program calls for Govy- 
ernment monopoly power, because it would enable the Government to 
control the decisions of many other industries as to where they might 
locate, what they might produce, and whom they might employ. And 
we shall oppose any measure which might lead to such controls by 
Government. 

Before concluding my comments on H.R. 3460, I would like to make 
one more point about it. While giving TVA the freedom to expand 
without practical control by the Congress, it retains the substantial 
tax advantage inherent in operation as a Government agency. Be- 
cause of this advantage alone, TVA can charge power rates lower 
than private companies into whose territory TVA might move. This is 
a substantial advantage, too. Over the past several years TVA has 
made payments in lieu of some State and local taxes which have 
amounted to about 6 percent of direct sales to industries and to dis- 
tributors. But private electric companies have been paying State 
and local taxes equaling about 9 percent of sales. What is more, they 
pay Federal taxes averaging 14 percent of sales, while TVA pays no 
such tax. 

In other words, out of every $100 in sales, they pay $6 in lieu of taxes 
in the TVA, whereas the private utility companies pay $23 out of 
every $100 of direct sales. 

With such a disadvantage, it is apparent that no private electric 
company can survive if TVA moves in. And if Congress authorizes 
this type of Government competition to the private electric industry, 
it may at a later date do the same in other industries. We urge you to 
stares this threat in the first instance by rejection of H.R. 3460, there- 

y precluding a future threat to other types of private business. 

Mr. Broomriretp. Mr. Chairman, may I ask a brief question of Mr. 
Cafky? 

Mr. Davis. Mr. Broomfield. 

Mr. Broomrteip. I was curious about this. You have some 24 
chambers of commerce listed on your last page. 

Mr. Carxy. Yes, sir. 

Mr. Broomrtetp. Has your group taken any action on the whole 
philosophy of TVA, or are they satisfied that if they are controlled by 
the Congress they are willing to let them continue, or has your group 
taken a position against the philosophy of the Tennessee Valley Au- 
thority, Mr. Cafky ? 

Mr. Carry. I can only speak for the Connecticut Chamber of Com- 
merce in that regard. I can tell you emphatically that the Connecti- 
cut State Chamber of Commerce, ever since the inception of the Ten- 
nessee Valley Authority, has been absolutely in opposition. We feel 
like it is bringing the Government in competition with private enter- 
prise. I feel there are many other State chambers of commerce that 
would say that same thing, if they were here, but I cannot speak for 
them in that regard. 
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Mr. Rinta here, who is director of research for the council, might 
enlarge on my statement. 

Mr. Davis. Do you want the enlargement, Mr. Broomfield ? 

Mr. Broomrtgeyp. Not necessarily, unless he has something else he 
wants to say. . 

Mr. Rina. I think he covered it rather thoroughly. 

Mr. Mack. Are the State chambers of commerce a part of the U.S. 
Chamber of Commerce, or are they one and the same thing? 

Mr. Carxy. I would not say that they are one and the same thing, 
sir. I would say every State chamber of commerce for which I am 
speaking today is a member of the U.S. Chamber of Commerce. 

The State chambers of commerce hold the U.S. Chamber of Com- 
merce in high regard. I would say that. State chambers of com- 
merce meet from time to time, because probably we feel better, all of 
us centering on the target, the different organizations, centering on 
the target from different directions, so probably we will be more 
fortunate. 

Mr. Mack. The reason why I asked that question is in the Senate 
hearings of 2 years ago one of the witnesses put in 10 objectives of 
the U.S. Chamber of Commerce, or at least that section of it dealin 
with the power problem. They cited 10 reasons against TVA, aml 
the last proposal was that the TVA be split up and dismembered and 
sold to private power organizations, or sold in its entirety. In other 
words, I got the impression from reading that 10-point platform 
that the U.S. Chamber of Commerce was against the Tennessee Val- 
ley Authority. Period. 

Mr. Carky. The State Chamber of Commerce of Connecticut would 
go along with the U.S. Chamber of Commerce on that proposition. 

Mr. Mack. You want it split up or sold in its entirety ? 

Mr. Carxy. We feel they are in competition with private industry 
and being subsidized by the Federal Government, and it is unfair 
competition, because as I was saying, as against the $6 that the Ten- 
nessee Valley Authority pays to the Federal Government, the private 
utility pays $23 in taxes, and if this thing goes much further we felt 
the Government will just not have any taxing money at all. 

Mr. Mack. Then you are against any bill to try to develop power 
7 the zeae Valley in ier to take care of the growth needs of 
e area 

Mr. Carxy. Speaking for the State Chamber of Commerce of Con- 
necticut, it is opposed to the theory of the Tennessee Valley Authority 
from its inception. 

Mr. Mack. It does not seem to me a very realistic approach to the 
problem now before us. 

Mr. Davis. It certainly does not. 

. etn May I make this last statement answering a question 
of yours 

r. Davis. No. You have had your full time plus that we agreed 
on. 

Mr. Carxy. Thank you, sir. 


Mr. Davis. Our colleague, Harold Cooley, is going to introduce the 
next witness. 


Seat 
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STATEMENT OF HON. HAROLD D. COOLEY, A MEMBER OF CONGRESS 
FROM THE STATE OF NORTH CAROLINA 


Mr. Cooter. Thank you very much, Mr. Chairman, for permitting _ 


me the privilege of presenting my distinguished friend. 

First, I would like to make a very brief statement. I want to say 
that our colleague, Mr. Vinson, made a very clear, cogent, and con- 
vincing argument for his amendment. If there is no intention on 
the part of the Tennessee Valley Authority to expand, then it does. 
not seem to me there would be any objection to this amendment. 

I can appreciate the on of officials of private power com- 
panies when they think of the possibility of a Government-subsidized 
agency moving into their territory, where they are now serving ade- 
quately, with the possibility that a large — of their capital will be 
liquidated and large losses will be sustained. 

t think that the chairman and all the members of this committee 
who have known me through the years know that I have always been 
in favor of the TVA and of the Rural Electrification Administration, 
and I intend to support those agencies in the future. 

I shall not attempt to discuss the financing provisions of this law. 
I only want to say that this is a very important measure, and it is 
worthy of the careful consideration of this committee and of every 
Member of the Congress. 

There are four private electric companies serving North Carolina. 
Last year these companies paid, in addition to Federal taxes, a total 
in excess of $20 million of that in State and local taxes. 

The company which serves my district is the Carolina Power & 
Light Co. Their total taxes are $17 million. That company has 
more than 34,000 stockholders; 12,000 of them live in North Carolina, 
and own shares at the present market value of about $70 million. 

Within my district there are more than 3,100 shareholders whose 
holdings have a market value today of approximately $13 million. 

In addition to serving eastern North Carolina and the PD region 
of South Carolina, the Carolina Power & Light Co. serves a portion 
of eight counties in western North Carolina bordering on the territory 
of the Tennessee Valley Authority. In this area the company has 
investments of $32,500,000, with 51,500 customers, and a gross annual 
revenue of $8,300,000, with 1,750 square miles of service area. 

On this portion of its operation the Carolina Power & Light Co.’s 
taxes last year totaled over $2 million, of which amount almost half 
was paid to State and local governmental units. 

This tax revenue largely for the support of public schools and 
local government. As its business grows, this source of revenue for 
local and State government will increase in importance. 

The power company is by far the lar taxpayer in many of the 
counties in which it serves. I am sure that situation obtains in other 
sections of the country. : 

Mr. Chairman, I am here because of my friendship for the presi- 
dent of the company, whom I am about to present to you, and because 
of my interest in the welfare of the people of the State and the district 
I represent. é 

I leave with the committee the one thought, that you are dealing 
with something of tremendous importance. The very thought of this 
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bill has sauwrd a great fear and apprehension throughout the invest- 
ment world. 

Mr. Chairman, I take great pleasure in presenting Mr. Louis V. 
Sutton, who is president. of the Carolina Power & Light Co., and 
chairman of the board of directors of the Carolina Power & Light 
Co., and a former president of the Edison Electric Institute. He is 
one of the highly respected executives of the country, and I shall be 

ateful to you for any consideration which might be accorded to 


Mr. Davis. We have heard from Mr. Sutton before, and we know 
of his ability. 

Mr. Sutton, will you come around, please? I think I should say 
to Mr. Sutton, in all frankness, I have been holding back on you for 
a little bit, sort of interspersing the other witnesses. You are a very 
competent witness and you have been here before, and I know it takes 

ou more time than some of these witnesses we have been disposing 
of. I make that explanation, but I understand you must leave now 
and so we will come right back to you with all respect to you. 


STATEMENT OF LOUIS V. SUTTON, PRESIDENT AND CHAIRMAN OF 
THE BOARD, CAROLINA POWER & LIGHT CO. 


Mr. Surron. Thank you, Mr. Chairman. 

When I appeared before I appeared for the U.S. Chamber of Com- 
merce, and my statement that was prepared for me then was that 
of the Chamber of Commerce of the United States. This time, though, 
Tama pearing for our company, our employees, and our stockhold- 
ers, and what I say is mine and not necessarily what the chamber of 
commerce says. 

My name is Louis V. Sutton. I am an engineer by profession and 
have spent most of my business life in the Southeastern States. I live 
in Raleigh, N.C., and am president and chairman of the board of 


Carolina Power & Light Co. This company is an investor-owned 
utility, the stock of which is held by over 34,000 owners, located in 
every State in the Union. 


The territory served by Carolina Power & Light Co. is adjacent to 
the Tennessee Valley Authority’s service area. I am familiar with 
the TVA from its beginning. Carolina Power & Light Co. is inter- 
connected with TVA and aechatigue power with it. 

On behalf of the customers, employees, and stockholders of our 
company I am appearing in opposition to H.R. 3460. 

In the recent press release from the chairman of the House Flood 
Control Subcommittee announcing the 2 days of hearing, on March 
10 and 11, it was stated, and I quote: 

This bill would authorize the Tennessee Valley Authority to issue $750 mil- 
lions in revenue bonds which would be repaid out of power-system earnings. 

If this bill would accomplish this, and nothing more, it would sound 
great to the long-suffering taxpayers. But let us consider just how 


- Many serious things this bill would do or permit under this guise of 


revenue bond financing. It would: 
1, Free TVA from existing controls of the Congress, the Treasury, 
the Budget Bureau, and the Comptroller General. 
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2. Repeal TVA’s present obligation to repay to the taxpayer its 
$11, billion of ees investment in 40 years and extend the 
repayment period to approximately 120 years. 

3. Permit TVA to continue to pay no taxes and to make only a 
small token payment in lieu of State and local taxes. 

4. Permit TVA to pay no interest (the bill proposes in lieu thereof 
& payment as “return on the appropriation investment * * * from 
net power proceeds in excess of the corporation’s obligations”). 

Payment of interest indicates a debt or a return on property that 
is owned. This indicates the TVA property will be converted from 
a debt to an ownership status. 

5. Subordinate the taxpayers’ billion-and-a-half-dollar investment 
or debt in TVA to the mortgage to be given purchasers of the proposed 
revenue bonds. 

6. Exclude TVA revenue bonds from the annual Federal budget, 
thus evading the statutory public debt limit. 

7. Permit almost unlimited expansion of TVA territory under the 
guise of establishing territorial limitations. 


EXPANSION ENCOURAGED 


Of all the misconceptions which have arisen in this issue, perhaps 
the most misleading is the belief that this bill places an effective 
limitation on the future expansion of TVA. 

Although pretending to limit future expansion, the bill actually 
invites new expansion of TVA service area to the extent of from 30 
to 50 percent (an area larger than the States of Massachusetts, Con- 
necticut, Rhode Island, Delaware, and New Jersey combined). In 
addition, it specifically authorizes TVA to serve— 

* * * the United States or agencies thereof or to interconnect with other utility 
systems for exchange power arrangements, or to interconnect and serve REA. 
co-ops now being served in part by TVA. 

This permits serving Army camps and Government activities out- 
side the area and connecting with Government agencies, such as South- 
eastern Power Administration and South Carolina Public Service 
Authority emp Cooper). Even the limitations therein apply only 
to new facilities that would be built or acquired from the proceeds of 
these revenue bonds or power revenues. The $114 billion of existing 
plant would be free to extend just as far as power transmission lines 
can deliver and this displaced power could be replaced by revenue 
bond or power-revenue-financed facilities. 

Practically one-half of TVA powerload at present is the Atomic 
Energy Commission’s requirements. As this demand is reduced, this 
power will be available as well as that released at Memphis, where the 
city is building its own generating facilities. It is possible to use 
revenue bond Gaandiug to release TVA’s unrestricted capacity in a 
number of ways. For example, bond moneys may be used to serve 
Knoxville or Nashville, and the power thus released or displaced from 
existing facilities may be sold wherever TVA wishes. Or, it. is pos- 
sible to have Knoxville or Nashville construct. plants, as Memphis 
has, and have TVA lease such plants under the terms of this bill; and 
then all of this available power, not having been built with revenue 
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ponds, could be sold outside and beyond the limitations imposed on 
bond-financed facilities. i 
Purported restrictions in the bill apply to “sale and delivery” of 
wer by TVA and do not mention “use” of such power. Under cer- 
tain conditions—as by displacement, for example—power from TVA 
could be interchanged just as far as it is economically feasible to 
send it. ; 
Once sold or delivered by TVA (except for power resold by dis- 
tributors), the power could be sent wherever the recipient desired. 
There is nothing, for example, to prevent an industrial customer from 
taking delivery of power within the defined area and serving a plant 
outside the area—even though that plant might be inside the area of an 
existing electric company. : 
Past experience has shown that, once lines were extended outside 
to connect with other Federal power systems, pressure would build up 
to have the Federal Government, serve non-Federal customers from 
the same lines. 
The exceptions contained in the so-called point 
out several specific possibilities for new expansion. J'irst, they would 
rmit expansion into all the Tennessee River drainage basin not now 
served by TVA. Second, they would permit expansion into the re- 
mainder of counties now only partially within TV A’s existing service 
area or the drainage basin. third, they would permit TVA to serve 
the United States or agencies thereof or to interconnect with other 
utility systems for exchange power arrangements, or to interconnect 
Tennessee Valley Authority generating plants, or to serve existing 
rural electric cooperatives now served in part by TVA. Fourth, they 
would permit expansion as far as 5 miles beyond this expanded serv- 
ice area, to accommodate growth of communities now served by TVA. 
This language, if enacted into law, almost certainly will be inter- 
preted by preference customers as an invitation to demand TVA 
ower. 
. Senator Robert C. Byrd, then Representative, last year said of an 
identical bill: 


I object to this bill because it tacitly invites, or encourages, an expansion of 
the Tennessee Valley Authority into areas that are now being adequately served 
by investor-owned power companies. * * * 

Carolina Power & Light Co. is one of these companies. 

On many occasions, TVA officials have stated that “TVA has no 
plans to expand its activities outside its present area.” In that case, 
then, a legal limit on TVA’s service area would in no way interfere 
with rendering better service to customers in its present area. A 
clear definition of area limits could well work to the distinct ad- 
vantage of both the Authority and its electric customers by permitting 
it to concentrate on the power needs and service standards for a specific 
territory rather than on expansion and taking in new territory. 

The minority members of the House Committee on Public Works, in 
their adverse report on S, 1869 in 1958, summarized effectively what 


an adequate territorial limitation must do. It— 


(1) must limit specifically the Authority’s power service area to the region 
now being served ; 


(2) must apply not only to power produced from facilities financed by revenue 
bonds and power revenues, but also to facilities financed by appropriations ; 
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(8) must not merely forbid the sale of power outside of that area, it also must 
prohibit the use of such power beyond the present boundaries ; and 


(4) must at the same time preserve the legality of existing agreements 
for the exchange of power with other power systems while precluding the making 


of new exchange agreements that might serve as devices to circumvent such area 
limitations (85th Cong., H. Rept. 2350, p. 44). 

Speaking for the executive branch of the Government last year, 
Deputy Director of the Budget Robert E. Merriam advised restricting 
TVA operations to the area now being served. His specific language 
would provide that the power service area, I quote: 


* * * shall not be extended nor shall the corporation make any new or 
additional contracts to supply power to any purchasers for use outside such area 
except pursuant to authority hereafter granted by act of Congress. 

Here again is the recommendation, not only for area limitation, but 
that Congress retain control of the Authority. 

Investor-owned utilities operate under Government regulation 
imposed by our lawmakers for the protection of the people. This 
control extends to every phase of the business. It is exercised by 
State and local commissions, the Federal Power Commission, and the 
Securities and Exchange Commission. To make sure that the investors 
as well as customers are fully protected, financing is also subject to 
strict 

Yet TVA, a Government monopoly, is asking to be practically freed 
from congressional control, and all other controls. 

The proposed legislation would bypass some of the rules and regula- 
tions that have been established for the protection of taxpayers. Let 
me read to you some statements by A and Government officials 
bearing on this phase of the matter. 

TVA Chairman Herbert D. Vogel, Senate hearings, July 21, 1955: 

I see no reason why the Tennessee Valley Authority should not operate under 
generally the same laws that apply to other Government corporations, and I so 
recommend. 

John P. Abbadessa, for the Comptroller General, House hearings 
on S. 1869, July 28, 1958: 


Our basic position, sir, is that the capital expenditure of TVA should be by 
appropriations. However, if it is necessary to borrow money, then we believe 
it should be handled through the appropriation process, and handled by the 
Secretary of the Treasury and be included as a part of the public debt 
limitations. 

Minority views in opposition to S. 1869, House Public Works Com- 
mittee, House Report 2350, August 1, 1958: 

The Bureau of the Budget, the Comptroller General, and the Treasury all have 
informed Congress that many of the provisions of the bill are contrary to the 
national interest and should not be enacted into law. 

These quotations speak for themselves. | 

Actually it does not appears that TVA needs additional wo 
funds. “At the end of fiscal year 1958, TVA stated it had $66 million 
of cash on hand. In the next 3 years it should generate at least $100 
million per year out of its business. This means that over $350 mil- 
lion cash will be available for construction and repayment. In 
TVA’s last annual report as of June 30, 1958, TVA stated that it 
needs only $171 million to complete the power facilities under con- 
struction or authorized. 
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TVA is also “long” on power. From 1948 through 1957 the aver- 
age mcrease nN TVA’s peak demand has been something less than 
800,000 kilowatts per year, but a very large portion of this increase 
has been due to the Sinisinete of the plants of the Atomic Energy 
Commission, Starting with the fiscal year 1958, the Atomic Energy 
Commission reduced its demand on TVA by 500,000 kilowatts, and in 
the first 11 months of fiscal year 1958 the Atomic Energy Commis- 
— took 21% billion kilowatt-hours less than during the fiscal year 
1957. 

Apart from the overall increase in demand for the Atomic Energy 
Commission since 1948, the peak requirement of TVA system increased 
during this period somewhere between 350,000 and 400,000 kilowatts 

r year. 

Scheduled additions of several million kilowatts will increase the 
TVA area generating capability, including the Memphis plant, to 13.4 
million kilowatts by 1960. The Atomic Energy Commission load has 
stopped growing. TVA has a winter peak, due to the large heating 
Gat Its February 1958 peak, including a large amount of inter- 
ruptible power, was 9.4 million kilowatts. Thus TVA will have avail- 
able approximately 4 million kilowatts of power to grow on. 

When revenue bond financing of Federal highways was considered 
by the 84th Congress, the device was roundly opposed and defeated by 
such men as Senator Byrd of Virginia and denntor Kerr, of Okla- 
homa. It was also opposed by both the Senators from Tennessee. 
Senator Gore had this to say: 

This is the kind of financing Harry Hopkins never dreamed of. It’s a screwy 
plan which could lead the country into inflationary ruin. 

If Federal highway revenue bond financing is so unsound and 
“could lead this country into inflationary ruin,” then why is revenue 
bond financing any better for TVA ? 

The question deserves a serious answer. | 

I think this question deserves a serious answer. I will not repeat 
the statement I made to show the large reserve that the Tennessee 
Valley Authority has in power facilities, and that over the past 10 
years when you leave out the matter of the Atomic Energy Commission 
that about 400,000 kilowatts of power a year has been the increase in 

d. They now have something like 4 million kilowatts of reserve 
by 1960, and according to their own statement, $197 million will take 
care of all the construction underway, and that would give them the 
power they need for a number of years. 

In addition, they create some $100 million a year. 

Now, in closing, there is one more thing I would like to say. A friend 
handed me this release from an investment concern in New York, 
Goodbody & Co., from their research department. In substance it 
says, and I will not read it all: 

We are withdrawing buy recommendations that we now have on these 
stocks: Middle South Utilities, Carolina Power & Light Co., Kentucky Utilities, 
and _—— company which we cannot mention because of prospectus require- 
ments. 

That “another company” refers to the Southern Co. That Good- 
body bulletin has already started concern in the market and on our 
securities just because this bill has been introduced. 

I thank you, gentlemen, for the privilege of coming before you. 
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Mr. Jones. Mr. Sutton, it is always good to have you come before 
the committee. 

Mr. Surron. Thank you, sir. 

This is the first time I have asked to come before the committee, 
I have been requested to come previously. 

Mr. J tag et you are asked or whether you are invited, you 
always come and we are glad to have you. 

Mr. Surron. Thank you, Mr. Jones. 

Mr. Jones. Mr. Sutton, as I understand it, prior to the introduction 
of this bill, or prior to this bill passing the Senate in 1957, there had 
been no difficulty in your company and your associates obtainin 
sufficient money in the bond and stock market. Is that correct, sir 

Mr. Surron. We have been able to borrow several hundred million 


- dollars since that time for the development of our property. 


Mr. Jones. You have never had any impediment to your borrowing 
arrangements, due to the fact that you have the Tennessee Valley 
Authority competition prior to this bill? 

Mr. Sutton. I cannot say that. Whenever we have what they call 
a “due diligence” meeting with prospective purchasers of our securities 
vd — questions about the threat of TVA, and we have to go into 

etal. 

After we tell them the situation and the fact that they are under 
the control of the Congress, they have loaned us some money or pur- 
chased our securities. 

Mr. Jones. You have never failed to obtain sufficient moneys in the 
money market to carry out your expansion in prior years; have you! 

Mr. Sutron. No; but I may have had to pay slightly more for it on 
that account. 

Mr. Jones. Because there was a TVA ? 

Mr. Sutton. Because there was that threat. 

Mr. Jones. So the threat has been continuous against your company 
when you were making borrowings of money in the money market? 

Mr. Sutrron. This threat may have cost us more money. I cannot 
say whether it has or has not. 

r. Jones. I understood from your testimony that you were offering 
evidence that due to the fact this bill was pending, carrying a threat 
of territorial expansion, therefore Goodbody & Co. have listed certain 
stocks they would not recommend their people buy, and that is due 
» the a that this bill is pending in the Congress of the United 

tates 

Mr. Surron. That is correct. Because if this bill were passed, why, 
we do not know what we could do on financing. 

Mr. Jones. That is what I am getting at. Prior to the introduction 
of this bill you had no difficulty such as you are facing right now? 

Mr. Sutton. Prior to any such bill which I would say contains the 
most revolutionary and drastic measure ever advanced in connection 
with the fiscal operation of a Government agency. 

Mr. JONEs. atever it may have contained, you had no difficulty 
in borrowing money prior to the introducing of this bill? 

Mr. Surron. I was able to borrow the mares’ f 

Mr. Jones. So the territorial restrictions of the bill, whether they 


are restrictions or an enlargement of the TV A’s service territory, has 


not affected your ability to borrow money ? 
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Mr. Surron. It may have affected the cost, but this bill invites 
them into the western part of our property. ; 

The situation before and after a bill such as this if it passed, is 
as different as day from night. 

Mr. Jones. In other words, the situation only changed when the 
territorial question became involved ¢ 

Mr. Surron. I understand that this person, whose name is Locke, 
who is head of their research department, made the statement that 
he was warning his clients to get out because, if this bill passed, 
these stocks would drop materially, and his clients would take a loss. 

Mr. Jones. But the inspiration for that is due to the fact that this 
bill contains language that affects the territorial enlargement, you say 
or restriction, we say, of the Tennessee Valley Authority service area? 

Mr. Surron. Yes. It is extending the limits. Having no definite 
territorial limits to hold the Tennessee Valley Authority where they 
are serving today. 

Mr. Jones. But the language in the existing act never did cause you 
any difficulties? 

Mr. Sutron. Well, I answered that. But there is full congressional 
control, so we could come before you gentlemen when things were 
going to happen; also it does not invite expansion. With this bill 
we would have no recourse. 

Mr. Jones. Thank you, sir. 

Mr. Davis. Are there any further questions ? 

If not, thank you. 

Mr. Surron. I thank you, Mr. Davis, and you gentlemen for hear- 
ing me. 

r. Davis. Mr. Sporn has been urging me to call him next. Mr. 
Sporn, will you come around? Mr. Sporn represents the American 
Electric Power Co. of New York. 


STATEMENT OF PHILIP SPORN, PRESIDENT, AMERICAN ELECTRIC 
POWER CO., NEW YORK, N.Y. 


Mr. Srorn. Thank you, Mr. Chairman. 

My name is Philip Sporn. I am an engineer by profession, and 
I am president of the American Electric Power Co. This is the 
parent company of the American Electric Power System. 

The boundaries of the service area of our system are contiguous to 
those of the Tennessee Valley Authority for some 150 miles in northern 
Tennessee and southwestern Virginia. 

I have compressed what I have wanted to say, to bring my state- 
ment within the time allotted to me by the chairman. 

In the limits of the time available to me, I want to address myself 
to the problem raised by the proposed legislation which is of the most 
immediate and direct concern to my company. That is the threat of 
uncontrolled expansion of the Tennessee Valley Authority service 
area, which could result in direct and, I believe, substantial injury to 
the properties of our system. 

I want to emphasis and make quite clear that I am not here to 


advocate the dismemberment of the Tennessee Valley Authority or 


any other course of action which would in any way—in any way impair 
or injure the most efficient operation of TV A’s electric-power system 
to provide the electric-power requirements of the area it now serves. 
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I am here for the purpose of doing what I can to protect the prop- 
erties of my company in the interests of its stockholders; and to ask 
the consideration and help of this committee in preventing injury to 
such properties and stockholders. 

By the way, the properties of our system represent net assets of 
some $1,400 million. at is the utility property and auxiliary prop- 
erty. They supply electric service in seven States, mainly in four 
States, the States of Virginia, West Virginia, Indiana, and Ohio, but 
- partially, also, in Michigan, Kentucky, and northeastern Tennessee, 

Our system serves close to 1.4 million customers, and it supplies 
that 1.4 million customers with 4.5 percent of the electric energy sup- 
plied by the utilities of the United States. 

We have over 60,000 stockholders distributed all over the United 
States, and we have some 13,000 employees. 

In the past, the need for the Tennessee Valley Authority to appear 
annually worse the Appropriations Committees of the Conseed: in 
itself, operated as a restraint on uncontrolled expansion. Thus, those 
whose properties might be threatened always knew they would have 
the opportunity to appear before the Congress to present their views. 

Revenue bond financing will eliminate this need for the Tennessee 
Valley Authority to appear before the Congress to make any requests 
for appropriations. 

TVA is not now subject to any State or Federal regulatory authority. 
The elimination of this congressional control which, as a practical 
matter, is derived primarily from the power of the purse, means 
there will be no restraint on the three-member Board to expand to 
whatever extent they desire. 

It is for this reason I am here to urge, as earnestly as I can, that if 
the Congress is to authorize revenue bond financing, such authoriza- 
tion should provide that the Tennessee Valley Authority may not 
expand outside of its existing service area unless and except to the 
extent expressly authorized by the Congress. 

The Tennessee Valley Authority has asked for revenue-bond legis- 
lation for the specific purpose of taking care of the increasing re- 
quirements of its existing service area. It states that it has no present 
plans to expand that service area. But the electric utilities operati 
in areas directly adjacent to it are deeply concerned about the possi- 
bility that, unless restrained, TVA will expand its operations and 
take over their customers and, by attrition or forced sale, materially 
— the value of their properties. 

he Tennessee Valley Authority was originally organized in 1933 
to deal primarily with navigation and flood control and to develop 
only incidental hydroelectric power. TVA’s electric power business 
is now clearly its major activity, and it has become, by far, the largest 
electric power system in the United States. 

On the basis of its belief that it has now assumed a complete utility 
responsibility, TVA is constructing steamplants for the sole purpose 
of providing the increasing power requirements of its customers. 

n the period 1933-38 the power-marketing area of the Tennessee 
Valley Authority covered about 20,000 square miles, mostly close to 
the Tennessee River and its tributaries. The service area has been 
expanded to the point where it is now approximately 80,000 square 
miles. 
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It is true that in the last decade there has been a relatively slight 
expansion, but it is also true that in this Reree the Tennessee Valley 
Authority has been fully occupied with the job of taking care of its 
existing customers. 

The explosive growth of the Tennessee Valley Authority’s geo- 
graphic territory occurred when it had large amounts of surplus 
power. Surplus capacity or the ability, without the need for con- 

ional approval, to bring in surplus capacity will again, I believe, 
ad to geographic expansion. 

In the course of its growth since 1933, the Tennessee Valley Author- 
ity system has taken over the entire properties of some 27 electric 
power companies, and lesser amounts of 7 other power companies. 

In addition to the advantages incident to its size, the Tennessee 
Valley Authority, as a governmental agency engaged in a commercial 
enterprise, has a number of economic advantages which are not avail- 
able to investor-owned companies. Of these, the two most important 
relate to taxes and the cost of capital. These latter two items, taken 
together, represent over 45 percent of our total system costs in pro- 
ducing and selling electric power. Our system is faced with the hard 
fact that we must collect from our consumers 45 cents out of eve 
dollar of revenue in order to cover our taxes and costs of capital. It 
takes roughly $4 of capital to be able to furnish electric service that 
yields a dollar of revenue. 

Mr. Jones. How much equity capital did your company develop, 
Mr. Sporn ? 

Mr. Sporn. Pardon me? 

Mr. Jones. How much equity capital have you developed in your 
company ¢ 

r. Sporn. I think our equity ratio is roughly 33 percent. : 

In the case of TVA and its distributors—taking into account all 
the taxes or in-lieu payments of the TVA and its distributors, treating 
the earnings of TVA, which have been running at approximately 4 
apie as a required cost of capital, and including also interest paid 

y distributors—the Tennessee Valley Authority system needs to 
include less than 23 cents per dollar of revenue to cover its tax and 
capital costs. 

t is inevitable that these economic advantages will create pressures 
for continued expansion of its service area, 

H.R. 3460 does contain a recognition of the problems raised by a 
revenue bond authorization which permit unlimited geographical ex- 
pansion of TVA’s service area. The relevant provision appears at 
page 2, line 13, to page 3, line 11, of the bill. 

r. Davis. You said you would take 10 minutes, Mr. Sporn, and 
you have already taken 15 minutes. 

Mr. Sporn. [hoped to do it in 10, Mr. Chairman. 

Mr. Davis. You have already used 15 minutes. 

Mr. Sporn. Oh, I do not think that is possible, sir. I just do not 
think it is possible. I did not look at my watch, but I know about the 


. Tate at which I am going. 


Mr. Davis. Go ahead. 


_Mr. Sporn. oe it was apparently intended that this provi- 
sion would substantially confine the Tennessee Valley Authority to its 


existing service area with some minor flexibility, the fact is the 
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rovision contains a number of exceptions, which I think in effect are 
oopholes which could be used to expand the Tennessee Valley Author- 
ity service area virtually without limit. epee: 

In addition, as Congressman Vinson stated this morning, it specifi- 
cally permits expansion of some 25,000 square miles. 

Almost all of the area into which such expansion would be permitted 
is now served directly or at wholesale by investor-owned companies 
operating under the regulation of their respective public-service 
commissions. 

In the case of our own system, the expansion expressly permitted by 
this provision would enable the Tennessee Valley Authority to take 
over some 4,600 square miles served by our system in adjacent areas in 
Tennessee and southwest Virginia, in which areas we have an invest- 
ment of over $36 million, and serve some 85,000 customers. 

In addition to the investment made specifically to serve these cus- 
tomers, we have powerplant facilities of $60 million that serve these: 
and other customers. 

The Tennessee Valley Authority takes the position that it has in- 
curred the responsibility to take care of the increased power require- 
ments of the area it now serves. It points out that the people in such 
area have no other way to obtain their power requirements. But even. 
if we agree to that, and that there is a need to meet such responsibility, 
there is no evidence whatever of any such comparable responsibility 
or need outside of the existing service area. 

The Tennessee Valley Authority’s expansion outside of its existing 
area could come about only by taking away customers who are now 
being served directly or at wholesale by utilities providing service in 
the adjacent areas. 

I would like to point out the idea of defined service areas in the 
pons utility industry is firmly based on sound economic policy. It 

as its roots in long-established legislative and regulatory policies in 
order to prevent wasteful competition among public utilities properly 
carrying out their functions. 

Thus, in most States with which I am familiar, public utilities are 
not permitted to expand beyond their existing service areas unless, 
after an appropriate showing, the public service commission issues a 
certificate of public convenience and necessity permitting such expan- 
sion. 

Where service is already being provided by another utility in the 
area into which expansion is proposed, such certificate of public con-. 
venience and necessity is issued only after a finding by the public 
service commission that the utility in the area is not properly meeting 
its responsibilities. 

Since the Tennessee Valley Authority is not subject to regulation by 
any State or Federal commission, I am suggesting that it should be 
required to obtain similar approval from creed for any further 
proposed expansion of its service area. 

Therefore, I urge, in the light of this danger that confronts the pri- 
vate utilities—I urge upon this committee that it amend H.R. 3460 to 
provide that the Tennessee Valley Authority shall confine its opera- 
tions to its existing service area unless Congress expressly approves 
any proposed expansion. 

n essence, this is the same proposal made this morning by Con- 
gressman Vinson. At the same time, in order to give the Tennessee 
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Valley Authority the ne oe it needs to operate efficiently in its 
service area, such a provision should give the TVA the — to enter 
into proper interchanges with adjacent utility systems, both public 
and private. 

A provision in the law which merely codifies in effective legal terms 
the assurances that TVA spokesmen and directors have given, I think 
would go a long way in minimizing the dangers in the bill before this 
committee. 

I want to say one more word. I would like to emphasize again I 
am not suggesting that the Tennessee Valley Authority should not 
expand its capacity within its present service area as fully as may be 
required to meet the needs of that area. I am not suggesting there Uy’ 
not be occasions outside the area where expansion may be justified. 
know of none today. 

I am only urging that, if and when the Tennessee Valley Au- 
thority wants to extend its area geographically, it should be required 
to justify its plans to the Congress and secure congressional author- 
ization before it is permitted to proceed. 

Mr. Davis. Are there any questions ? 

If not, thank you, Mr. Sporn. 

Mr. Bayfield of the American Coal Association, representing the 
National Coal Association and the Southern Coal Producers Associ- 
ation, the United Mine Workers of America, and Bituminous Coal 
Operators Association. 


STATEMENT OF W. W. BAYFIELD, EXECUTIVE VICE PRESIDENT, 
AMERICAN COALSALES ASSOCIATION, REPRESENTING NATIONAL 
COAL ASSOCIATION, THE SOUTHERN COAL PRODUCERS ASSOCIA- 
TION, THE UNITED MINE WORKERS OF AMERICA, AND BITUMI- 
NOUS COAL OPERATORS ASSOCIATION 


Mr. Bayrietp. Mr. Chairman, my statement is very brief. It is 
less than four pages, and I am sure I can complete it in under 10 
minutes. 

Mr. Chairman, my name is W. W. Bayfield. I am executive vice 
president of American Coal Sales Association. I am appearing here 
as the representative of the coal industry, including, in addition to 
my association, the National Coal Association, the National Coal 
Policy Conference, the Southern Coal Producers Association, the 
Bituminous Coal Operators Association, and the United Mine Work- 
ers of America. 

Our interest in this legislation stems from two facts: 

First, TVA is the largest single consumer of our product, having 
purchased in 1958 approximately 20 million tons of coal or 5 percent 
of the total bituminous coal production of the United States. The 
coal industry is not happy with the purchasing policies and pro- 
cedures of the Tennessee Valley Authority. 

Second, the coal industry is a substantial taxpayer and thus con- 


tributed to the creation of this enterprise and has a continuing in- 


terest in its activities. ; 

At the outset let me make it perfectly clear that we are not op- 
posing the request of TVA for capital funds to construct additional 
steam generating plants to fulfill the expanding power needs of the 
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territory it now serves. If the Congress, in its wisdom, decides that 
the financing of new plants should be done by the issuance of revenue 
bonds rather than through the traditional method of appropriations 
from the Federal Treasury, so be it. 

However, we believe several features of the pending legislation, 
as now drafted, should be changed and I would like to develop for 
the committee the coal industry’s reasons for our position. 

First, the coal industry believes that any expansion of TVA service 
should be limited to the geographical areas it now serves. Areas 
which, in fact, are now being adequately yauphr eae with electric power 
by taxpaying utility companies, owned by thousands of taxpaying 
citizens, should be protected from TVA encroachment. 

In our opinion, the language contained in section 1—beginning on 
page 2, line 13—would authorize an unjustified expansion by TVA 
into such areas. We do not believe that a bill permitting that agen 
to issue bonds to finance a legitimate, vertical expansion of its facili- 
ties should serve as a vehicle for its horizontal encroachment on the 
territory of other utility companies, Let us not forget that Govern- 
ments, National, State, and local, live on taxes. To destroy the 
sources of those taxes is a step toward the destruction of our form of 

vernment and our economic system. 

I doubt if anyone would contend that the Treasury of the United 
States, or the several States, would receive an income from TVA’s 
operating results anywhere near comparable to the tax dollars now 
being received from the utilities serving the contiguous areas—those 
areas which TVA could invade under this legislation. 

No one knows better than you gentlemen the urgent need at this 
time to preserve, in fact, to foster the sources of tax dollars. I men- 
tion it here as a compelling reason for confining TVA operations to 


its present googra hical area. 

n behalf of the coal industry I would like to endorse fully now 
the amendment offered this morning by the distinguished Congress- 
man from Georgia, Mr. Vinson. 

Second, the coal industry believes, with the U.S. Comptroller Gen- 
eral, that the revenues received by TVA both from the sale of bonds 
and its operations, should be subject to executive and congressional 
controls, The Comptroller General of the United States has said it 
far better in his report to the Congress entitled “Audit of Tennessee 
Valley Authority, Fiscal Year 1958,” published in January of this 


year. 
On page 2 of his report he states: 


* * * We are recommending that, if the Congress wishes TVA to use power 
revenues, or funds obtained from non-Federal sources, to construct or acquire 
new steam-electric generating units, TVA be required to obtain specific and 
prior authorization from the Congress for such facilities. 

Co ional appropriations of the taxpayers’ money, having cre- 
ated the assets of this corporation, the people are entitled to have a 
continuing voice in the use, operation, alteration, or expansion of those 


facilities so as to insure that the functions of the corporation reflect 
public policy as determined by the elected representatives of the 


le. 
PeThird, we believe the Secretary of the Treasury should be more 
than a mere agent for delay with respect to the issuance of bonds by 
TVA. While the bill states, page 5, line 7, that the TVA revenue 
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bonds would not be legal obligations of the Federal Treasury, pro- 
nents of this legislation in the last Congress agreed that they would 
a moral obligation of the Government. Under these circumstance 
TVA should not be permitted to operate outside the jurisdiction o 
the Government’s chief of finance. 

In conclusion, since TVA enjoys all the privileges and rights of a 

Government agency, such as tax-exempt status, a monopoly market, 
referred freight rates, and awesome economic power in its purchas- 
ing, it should certainly be subjected to the same controls as any other 
Government agency. 

We fail to see why a simple request for the right to issue revenue 
bonds to finance an acknowledged need for additional facilities should 
be used as a vehicle to obtain relief from so many congressional and 
executive controls established by this Congress after careful delibera- 
tion and experience. 

There is a natural inclination on the part of any administrative 
officer of a Government corporation to seek freedom from congression- 
alreview. Once the barrier is broken the possibilities are unlimited as 
tohow far this movement could go. The barrier should not be broken. 
Present controls have not shackled TVA during the past 25 years, nor 
will they in the future, in our opinion. . 

Therefore, we submit that these three proposals be included in any 
legislation reported from this committee concerning TVA financing: 

1. That TVA’s operations be limited to its present geographical 
service area ; 

2, That the present statutory safeguards of congressional and budg- 
etary control be maintained; and 

3. That the Secretary of the Treasury should have control over 
the issuance of bonds by TVA as he does over other Federal financing. 

Thank you very much, Mr. Chairman, and members of the commit- 


Mr. Cramer. I have noticed with a great deal of interest in your 
association you are unhap y about the purchasing powers and proce- 
dures of the Tennessee Valley Authority. Let me say at this point— 
Iam delighted to say—as far as I am concerned, sitting on this side 
of the aisle, I am in wholehearted agreement with this particular state- 
ment of the United Mine Workers. 

I appreciate your presenting your views on the matter. You made a 
very fine contribution. 

owever, with regard to the coal industry, I notice the distinguished 

leman from West Virginia sitting here and Arch Moore from 

est Virginia also appeared before this committee, and they both have 
problems of distressed areas, and unemployment situations. 

Do you have any ideas as to how, possibly, the Tennessee Valley 
Authority, being a Government agency, could assist in this field, rather 
than the proposals being made to spend hundreds of millions of dol- 
lars of the taxpayers’ money in this field? 

Mr. Barrtetp. Mr. Congressman, our emipiee with regard to dis- 
tressed areas go far beyond this problem ere, and it affects the whole 
coal industry. Some of our problems of unemployment in the coal 


industry stem, not from what you gentlemen are concerned with here 


today, but from foreign oil. We hope the mandate of the President 
in that regard will be helpful. 
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They also stem from natural gas and other sources. It is an all- 
inclusive problem, the problem of distressed areas in the coal indus- 


Mr. Jones. Have you brought the question of residual oil to the at- 
tention of the Commission ? 

Mr. Bayrtexp. Yes, sir. In connection with my statements re- 
garding TVA, I have not mentioned it here, because we are negotiating 
constantly with the Directors of the TVA, and we hope we can per- 
suade them to make some changes. ; 

Mr. Jones. The reason why | ask that question is in keeping with the 
of inquiry the gentleman from Florida brought up, I wonder if you 
had exhausted all of the executive remedies which you had ? 

Mr. Bayrtevp. No, sir. When I exhaust my executive and admin- 
istrative remedies, I will be back here. In the meantime, we are try- 
ing to work it out with the people responsible. 

r. Batpwrn. It does not seem to me you made an answer to the 

uestion of Mr. Cramer, as to vay ce coal industry is unhappy with 

the purchasing procedures of the Tennessee Valley Authority. What 
is it they do with which you are unhappy ? 

Mr. Bayriexp. That is a large question. pit are purchasing 20 
million tons a year and are the largest buyers in the world. The ques- 
tion of their purchasing is a very complicated thing. I am not pre- 
pared to make a statement on it. 

Mr. Batpwin. It is part of your statement. 

Mr. Bayrie.p. That is right. It is a part of my prepared statement 
as a justification. We feel we have made some improvement in our 
negotiations with them on their term buying, which accounts for 75 
or 80 percent of their purchases. 

At the present time we are still negotiating with them over their 
spot coal-buying _— which we do not like. Frankly, we feel it is 
practically a weekly auction of coal which, of course, in a distressed 
situation can do nothing but help to force the market down. . 

We hope they will see our point of view, and possibly change their 
buying policies in connection with spot coal. 

Mr ye aati There was some discussion yesterday as to whether 
there were violations of the Walsh-Healey Act because of all that un- 
due emphasis on making purchases in amounts that fell under the 
amounts that would be exempt. 

Do you have ony observation as to whether that occurred ? 

Mr. Bayrrevp. I do not think I would be qualified to answer 
whether they were in violation of the Walsh-Healey Act or not. We 
know they uy coal from people who are not paying the fair labor 
standards established by the + salle of Labor. Whether they are 
buying them in quantities above or below the statutory limits, I am 
not at this time prepared to state. 

Mr. Batpwtn. That is all. 4 

Mr. Davis. I would like to ask a question, but I do not want to pro- 
long the hearing. 

It was suggested on yesterday that they buy 95 percent of their coal 
under agreements under the Walsh-Healey Act, and they limit their 
7 orders to $10,000 within a month. So it is all within 1 month, and 
that applies only to that other 5 percent remaining. 

Mr, Bayrieip. Thank you, sir. 
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Mr. Davis. We will hear next from Mr. Ernest Mitchell, manager 
of the Union Light, Heat & Power Co. of Kentucky, representing the 
U.S. Chamber of Commerce. 

Mr. Mitchell, how long do you think you will require? 


STATEMENT OF ERNEST R. MITCHELL, MANAGER, UNION LIGHT, 
HEAT & POWER C0., COVINGTON, KY., APPEARING FOR THE U:S. 
CHAMBER OF COMMERCE 


Mr. Mircue. Sir, 1 have briefed my remarks by now. If I am 
permitted to read those remarks, I hope your timekeeper will find they 
run just 6 minutes or so. 

y name is Ernest R. Mitchell. I am manager of the Union Light, 
Heat & Power Co. in Covington, Ky. 

I am here to present the views of the Chamber of Commerce of the 
United States, having been a member of the chamber’s natural re- 
sources committee for 3 years. I have here with me Mr. Richard W. 
Smith, manager of the chamber of commerce’s natural resources 
department. 

he chamber is a federation of more than 3,500 business organiza- 
tions—local and State chambers of commerce and trade and profes- 
sional associations. The underlying membership consists of about 
2,750,000 businessmen. 

The national chamber urges you to reject H.R. 3460, and similar 
bills, to allow TV A to finance further electric power expansion through 
the use of revenue bonds. In our opinion, the revenue bond device 
is unnecessary, unsound, and not in the public interest for the follow- 
ing reasons : 

1. There is no real urgency for the enactment of any legislation to 
provide TVA with a large block of additional power capacity. 

2. The future power needs of the area now being served by TVA 
are unknown and should be determined by careful survey before TVA 
isauthorized to build new power facilities. 

3. The issuance of revenue bonds by the Federal Government or any 
of its agencies is unsound financial procedure. 

4. There are other constructive steps which should be taken to re- 
lieve the responsibility of the Federal Government for power supply 
inthe TV A region. 

EXPANSION NOT NEEDED 


Federal investments of more than $2 billion have provided the TVA 
region with a fully regulated river and the world’s largest electric 
utility system. This development has been made with funds provided 
by taxpayers throughout the country; it is furnishing the region with 
_ benefits which are obtained at the expense of the Nation as a 
whole. 

In fact, it is utterly impossible, as well as most undesirable, in our 
opinion, to provide artificially low power rates without greatly in- 
asin the subsidies from the taxpayers which make those rates 
possible. 

The Tennessee Valley Authority has been given a responsibility for 
operating and maintaining its Federal power projects efficiently, for 
protecting and recovering the taxpayers’ investment, and for carrying 
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out the normal functions of the agency which may be required. But 
there is no legitimate need for TVA to broaden either its utility fune- 
tions or its service territory. 

TVA already serves several million people in a 48,000-square-mile 
area outside the Tennessee River Basin, as well as those living in about 
32,000 square miles of the drainage area proper. We believe that fed- 
erally produced electric power should not be extended to areas outside 
TVA’s present service area. 

The so-called limitations on territorial expansion provided in H.R. 
3460 do not eliminate the extension of TVA service from existing 
power facilities. Expansion into an estimated 25,000 square miles 
of additional territory now served by other utility systems is there- 
fore possible. 

Any legislation amending the TVA Act should include a statement 
specifically confining TVA to the territory now served. If all who 
maintain that TVA has no expansion plans are sincere, there will be 
no objection to providing this statutory limit on its service area. 


FUTURE POWER DEMAND UNCERTAIN 


Concrete evidence is lacking that power needs of the TVA region 
cannot be met by TVA’s present facilities. TVA’s recent annual 
reports and its 1959 and 1960 budget estimates fail to provide convine- 
ing determinations of increased power needs. 

he biggest question mark hangs over future power demands of the 
Atomic Energy Commission. The rather uncertain possibility, ae- 
cording to TVA reports, that AEC needs might increase, rather than 
actually decrease again as they did in 1958, may have prompted 
TVA’s statement that reserve capacity “could be sharply reduced or 
changed to deficiencies.” 

TVA’s annual report for 1958 also states that “modest” margins of 
system capacity over requirements now exist and that a “slight” mar- 
gin will exist in the winter of 1960-61. 

It seems unlikely that the AEC will completely relieve TV A in the 
foreseeable future. But one decrease in power demand by AEC has 
already deferred TVA’s anticipated power shortage. In addition, 
new capacity is under construction by the city of Memphis and at 
Army Engineer dams on the Cumberland River, to help decrease the 
TVA load. 

And, in the absence of reliable facts as to AEC’s needs, it could be 
assumed that its long-range needs may continue to decrease. In this 
case, TVA will require less generating capacity to meet remaining 
power requirements, instead of more as now requested. 

In spite of this uncertainty, TVA continues to press Congress for 
new funds and new authority to build more generating capacity. The 
— 1960 budget, for instance, calls for enactment of the revenue 

nd financing legislation and for money “to start additional ca- 
pacity to meet power requirements in the winter of 1962-63.” The 

udget statement does not mention the decreasing power needs of the 
Atomic Energy Commission, but simply restates the general thesis 
that “the demand for power is continuing to increase.” 

There has been considerable doubt about TVA’s real needs since 
at least 1955, when the revenue bond proposal was first presented to 
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Congress. Each year since then TVA has promised to reexamine the 


power needs of its system. 
In each instance, however, TVA has proposed to make this reex- 
amination after Con authorizes the revenue bond plan. TVA. 


still has not made this study and has not adequately determined its 
future power requirements. 


REVENUE BOND FINANCING UNSOUND 


The use of revenue bonds to finance any agency of the Federal 
Government constitutes an unsound fiscal procedure. It would in- 
troduce a new concept in Federal fiscal affairs, for never in the past 
have revenue bonds been sold to the public to finance any Federal 
industrial activity. 

Such bond financing is completely contrary to the regular appro- 
priations procedure and congressional controls that have evolved 
over the years to protect the public purse. ' 

Congress should exercise more, rather than less, control over all 
Federal expenditures. H.R. 3460 proposes to move in the wrong 
directtion in this respect. The financing of all Federal agencies 
should be subject to periodic review by the legislative arm of our Gov- 
ernment, in order to maintain any effective degree of accountability 
to the taxpayers. 

The revenue bond authorization proposed in H.R. 3460 would 
establish a dangerous precedent. It would provide an example for 
the unrestricted expansion of other Federal power cies. Such 
Federal systems could likewise become neially and 
administratively. Congress has already had a proposal for revenue 
bonds to finance a new Federal power corporation in the Columbia 
River Valley. 

In addition to the basic unsoundness of revenue bond financing by 
7 Government agency, H.R. 3460 includes several highly objection- 
able features. 

For example, the Treasury Department would not supervise the 
issuance of TVA bonds. The Treasury could examine TVA’s plans 
and submit an adverse report, but could not stop TVA from going 
ahead with bond sales. | 

Furthermore, the bonds prensa while subject to Federal income 
taxes, would not be subject to State or local taxes except estate, inheri- 
tance, and gift taxes. Since this is not true of Federal Treasury 
bonds, a substantial advantage would be provided to the investor in 
revenue bonds. 

H.R. 3460 pro that the bonds to be issued by TVA “shall not 
be obligations of, nor shall payment of the principal thereof, or in- 
terest thereon be guaranteed by, the United States.” 

However, the Comptroller a of the United States has pointed 


out that this is meaningless because— 


_ they would be moral and equitable obligations of the United States, since they 

_ would be issued by a wholly owned and controlled corporate instrumentality of 

_ the U.S. Government. 
The revenue-bond proposal is also unsound because, under H.R. 

3460, the taxpayers’ investment in existing TVA power facilities 

would be subordinated to new investunederbeal 


ed by revenue-bond 
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proceeds. Retirement of the bonds would have priority over the re- 
payment of appropriation investments. 

he repayment provision in H.R. 3460, calling for annua] payments 
of only $10 million, is entirely unrealistic. It would extend to at 
ao years the period in which existing investments might be 
repaid. 

Tt is quite possible that, by the year 2080, atomic electric power will 
have completely replaced hydro and steam plants, and the remaining 
taxpayers’ investment in TVA facilities would be forgiven rather 
than repaid. 

Congress should not dilute the statutory repayment requirement 
under which TVA is now returning the appropriation investment in 
power facilities within 40 years. On the contrary, we recommend 
that any amendment to the present repayment schedule include the 
additional requirement that TVA begin the 40-year repayment of the 
reinvested power revenues which have gone into new facilities rather 
than into the Treasury. 

One of the arguments used to promote revenue bonds is that, in 
contrast with annual appropriations by Congress, bond sales would 
provide TVA with an independent financing program. 

Tt is further claimed that bond financing would constitute a definite 
contractual agreement for the debt that would be incurred. Annual 
appropriations, on the other hand, are regarded as haphazard, un- 
certain, and subject to the changing views of succeeding Congresses. 

The fallacy of these arguments is that revenue bonds are no more 
certain guarantees of sound Government expenditure than are an- 
nual appropriations. Any so-called contractual protection inherent 
in Federal bonds is little assurance that the funds would be spent 
for essential governmental purposes. 

Even the element of Federal backing for such bonds might provide 

rotection to the bondholders, but not necessarily to the taxpayer- 
mvestor in existing power facilities. 

Con has a fundamental obligation to exercise 2 maximum of 
control over TVA. H.R. 3460 would permit Congress to relax that. 
control. Congress should insist on the right to review annually all 
of TVA’s plans for financing, construction, and electric-utility serv- 
ice, and to accept, reject, or modify those plans. Even if the revenue- 
bond proposal is defeated, Congress should maintain a greater rather 
than a lesser degree of supervision over TV A’s policies and operations. 

Constructive changes recommended: Instead of providing TVA 
with extraordinary financing to expand its power supply, the national 
chamber recommends the following constructive steps: 

1. Define the territory into which TVA shall provide electric serv- 
ice as that now being served. This will help to limit the need for more 
TVA generating capacity by excluding any demands from areas 
now being served by other utility systems. 

2. Eliminate the sole-supplier clause in TVA nower-sales contracts. 
This will free the captive distributors of TVA electricity so that they 
can obtain additional power supply from other than TVA, either 
by purchase from neighboring utilities or by construction of their own 
generating facilities. 

8. Provide for the review of TVA’s power rates by the Federal 
Power Commission, leading to the establishment and regulation by 
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the Commission of wholesale rates which reflect all costs of producing 
the power. 

4, Require TVA to continue the present statutory repayment of 
the appropriation investment in electric-power facilities, together 
with repayment of the power revenues which have been invested in 
new power facilities. 

5. Require TVA to pay interest on the remaining capital investment 
in electric-power facilities at the going rate of interest on long-term 
Government bonds. 

If the alternative proposals we have recommended are adopted, 
the expansion of TVA’s electric-power system will be unnecessary 
and there will be no need for revenue bonds. 

We therefore urge your committee not to approve H.R. 3460 and 
similar bills. 

Mr. Davis. Mr. Mitchell, you could have made a very short state- 
ment of it, and said, “In short, we believe the Tennessee Valley Au- 
thority should be destroyed.” 

That is what you believe. 

Are there any questions? 

me. pes May I incorporate my entire statement in the 
Teco 

Mr. Davis. Yes, sir; we know exactly how you feel, and we will 

ut it in there. Sometimes I wonder how far the U.S. Chamber of 

mmerce is going in its general philosophy. It is disappointing 
tosome of us. You are conservative-thinking people. 


STATEMENT OF HON. CLEVELAND M. BAILEY, A MEMBER OF 
CONGRESS FROM THE STATE OF WEST VIRGINIA 


Mr. Barry. A parliamentary inquiry, Mr. Chairman. 

At what point in your proceedings could a member of the commit- 
tee ay the privilege of asking to have a statement inserted in the 
reco 

Mr. Davis. We want to be of service to you, Mr. Bailey. The 
Members of Congress who have been heard heretofore asked in ad- 
vance that they be heard. 

Mr. Bary. I would like to say, Mr. Chairman, I filed a written 

uest to appear before the committee. 

r. Davis. Well, for some reason the staff has neglected to inform 
me of that. We have had a great many high-salaried people testify- 
ing today, who have been in this room since the last hearing. 

r. Bartxy. Maybe it would be refreshing to get a few views from 
a Member of Congress once in a while. 

Mr. Davis. How long will it take you? 

_ Mr. Batrxy. No time at all. I am just asking the privilege of 
inserting it. 

Mr. Davis. We are always glad to hear from you. 

Mr. Barry. I thank you, Mr. Chairman. 

_ Mr. Davis. I guess I am making them all mad at me today, but it 
is something that can’t be helped, in view of the situation. 

Without objection, the prepared statement of Mr. Bailey will be 
made a part of the record at this point. 
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(The statement of Mr. Bailey is as follows :) 


Mr. Chairman, and gentlemen of the committee, for the purpose of the record, 
I am Representative Cleveland M. Bailey of the Third West Virginia District, 

I appear today in opposition to H.R. 3460, proposing authorization of the 
issue of revenue bonds by the Tennessee Valley Authority because this bill 
provides a vast expansion of authority to the TVA without proper controls and 
violates the will of Congress as expressed in the existing legislation. 

I specifically object to this bill because— 

(1) It removes TVA from the control of the Government Corporations 
Control Act to which all other Government corporations are subject. 

(2) It removes present congressional controls of TVA. 

(3) The bill does not contain effective geographic limitation. 

(4) It relieves TVA of its present obligation to repay the Government 
of the United States its investment for power facilities. 

I will elaborate on each of these four points: 

(1) The provisions of the Government Corporations Control Act of 1948 is 
expressly repealed, thus placing the TVA in an entirely different position than 
any other Government corporation. This appears to be entirely unnecessary, 
and I believe that TVA should be continued under the same restrictions as 
apply to other Government corporations. 

(2) This bill contains no provisions for effective congressional control or 
review of the expenditures to be made from the funds secured by the sale of 
bonds. The only reference to the Congress at all is to provide that TVA shall 
not initiate construction of an additional power-producing project until such 
project has been submitted to the Congress and shall wait 90 days to begin 
such project unless the Congress passes a concurrent resolution disapproving 
its construction within that 90-day period. I believe this bill should require 
submission by the TVA of its proposed projects to the Congress for positive 
approval before construction is to begin. 

(3) While this bill is supposed to contain geographic limitations, it is in fact 
an open invitation to the TVA permitting in expressed terms expansion of the 
existing service area into an additional area of some 25,000 square miles, or an 
increase of approximately 31 percent. The language contained in the bill 
would mean that TVA can— 

(a) Expand to serve all of the Tennessee River drainage basin not now 
served by TVA. This would add some 8,500 square miles to the present 
service area. 

(6) Expand into the whole of counties which are new only partially with- 
in TVA’s existing service area or drainage basin. This provision would 
permit expansion into some 16,500 square miles which are not now served by 
TVA 


(c) Expand up to 5 miles beyond the boundaries of the expanded service 
area to take care of expansion of communities now served by TVA. 

Wholly apart from this expressly invited expansion, the loopholes, ambigui- 
ties, and exceptions contained in this bill could be interpreted to expand TVA's 
service area virtually without limit. I call your attention to the fact that this 
proposed expanded area is now served by investor-owned power companies and 
should continue to be so served. 

(4) My fourth objection to this bill is the treatment of the Government's 
existing investment in TVA power facilities. The existing requirement for 40- 
year amortization of the appropriations made to TVA for power facilities is 
repealed. The TVA has now operated under this existing repayment provi- 
sion for 12 years. There seems to be no good reason why these payments should 
now be revoked in favor of a repayment provision which would extend the 
payment period to 120 years, or far beyond the physical life of the facilities in- 
stalled with the Government’s appropriations. 

Mr. Chairman, the West Virginia delegation in the Congress has in years past 
supported TVA legislation. Our State is today fighting for its economic exist- 
ence. We must take stock of where we stand. We must do what is best for 
our State in the way of job opportunities for our unemployed workers now con- 
servatively estimated at 70,000 men and women. 

I still have a high regard for the objectives of the TVA experiment. I find 
fault with its administration. Under the present circumstances, I must indict 
the management on three counts: 

(a) Despite the increasing installation of steam generating facilities, they 
are at present not buying coal from West Virginia mines. 
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(b) They are awarding their major construction and machinery installations: 
to foreign firms in total disregard of the Buy American Act and in utter disre- 

rd of our economic situation which shows one Tennessee county with 51 per- 
cent of its population living on surplus Government foods. 

(c) West Virginia must have a diversity of industry. Coal is no longer king 
in West Virginia. We cannot compete with the TVA area because of their ad- 
yantage of cheaper power. 


Mr. Davis. We recognize our colleague, Mr. Hemphill, who will 
introduce Mr. McGuire, president of the Duke Power Co. 


STATEMENT ON HON. ROBERT W. HEMPHILL, A MEMBER OF CON- 
GRESS FROM THE STATE OF SOUTH CAROLINA 


Mr. Hempuiy. Mr. Chairman, I want to introduce to you a gentle- 
man who is very well known in our part of the country, where he is 
president of the Duke Power Co., Mr. William B. McGuire. 

Mr. McGuire does not live in my district but his company serves 
my district. ‘The Duke Power Co. is known not only for the efficiency 
of its service under his direction and others, but also for the charitable 

izations which are supported by that great institution. 

Mr. McGuire, if you will stand up so that the members of the com- 
mittee can recognize you at this time. You are going to call on him 
later and I hope you will afford him every courtesy. In our part of the 
country we feel this man is one of the valuable assets we have in in- 
dustry in the South and the Piedmont part of South Carolina, 

-Mr. Chairman, I thank you for the opportunity afforded to me to 
make this presentation. I have a statement which I will file so that I 
will not go over it now. 

Mr. Davis. Thank you. 


— objection, your statement may be made a part of the record 
at point. 
(The prepared statement of Mr. Hemphill is as follows :) 


Mr. Chairman and members of the subcommittee, I appreciate your letting me 
appear before you, and I feel it is a rare privilege to come before your subcom- 
mittee. My main purpose in appearing before your group is to introduce to you 
the president of the Duke Power Co., a privately owned electrical production com- 
pany, which serves most of the Fifth Congressional District of South Carolina. 

In that district the Duke Power Co. employs 289 people in its various offices 
and maintenance services and I am privileged to represent those 289 families. 
In addition, this company pays county property taxes in the amount of $667,- 
762.63, and cities and towns property tax and municipal license in the amount 
of $27,810.91, for a total of $695,578.54 for the district. I am also advised they 
pay the following other taxes in Piedmont Carolinas: Local and State taxes of 
$15,137,000, or 10.2 percent of gross receipts; and Federal tax of $21,023,000, or 
143 percent of gross receipts. 

The Duke Power Co. advises that their rates are as low or iower than any 
other utility rates in the Southeast and that the average cost of eiectricity sup- 
plied by Duke Power Co. to residential customers is substantially less than the 
national average. The average use of electricity by Duke Power residential 
customers is almost 150 percent of the national average. 

I could tell you of the tremendous contribution made to charitable organiza- 
tions, and if I had time I would tell you about the Duke Hospital at Durham, 
oa which has done so much good in the research and treatment of dreaded 

Ses. 

My purpose today is not to support or oppose the bill in this statement. There 
are many of us who believe that private industry should be first given an cppor- 
tunity to do the job and if they do not do the job then the Government should 
step in and provide public power. There are areas of private power where the 
public is best served, and there are areas which have had to fight to get any 
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power, and there are other areas where the only power they are able to get js: 
public power. So far as I am concerned public power and private power both: 
have their place on the American scene today. 

I am not willing, unless public necessity demands or abuses make vitally neces- 
sary, to finance any competition with private business with the taxpayers’ money. 
That means that the taxpayer is paying income tax to finance a business in com- 
petition with his own business from which he derives the income on which he pays: 
taxes. Such a theory or such a policy does not make sense. It is not only 
wrong, it is immoral. 

I know of people paying taxes in this Nation whose tax money is being sent 
abroad to finance institutions, or industries, in direct competition with the 
American workingman, and with American capital. I could cite you many 
examples. I know this committee will have the interest of the American public, 
private industry, and others in mind in the granting of any money by or in: 
behalf of the Government, as that money comes from the pocket of the American 
taxpayer. 

In order to refrain from financing competition to private industry that is. 
doing the job, I would beg this subcommittee to follow the suggestion of the 
great and distinguished Representative from Georgia, the Honorable Carl Vin- 
son by adding the amendment he proposed to the TVA bond bill, H.R. 3460, 
limiting TVA to present service area, and I quote: 

“Unless otherwise specifically authorized by act of Congress, existing and 
subsequently built or acquired power facilities of the Corporation shall not 
be used for the sale or delivery of power for use outside the service area of 
the Corporation as it existed on July 1, 1957, except, when economically 
feasible, for exchange power arrangements with other utility systems with 
which the Corporation had such arrangements on said date.” 

Now it becomes my pleasure and privilege to introduce the president of 
Duke Power Co., Mr. William B. McGuire, a man young in years, but aged in 
experience, guidance, wisdom, and manhood, progressive in thinking, and hav- 
ing at heart, I am sure, the best interest of his organization and the interest 
of the people who work for that organization, the taxpayer, and the customer. 

While he does not come from my district, he is much admired and the 289 
families look to him for leadership and guidance as their future jobs depend 
upon the employment given by his organization. It is my pleasure to present 
him to you and I hope the committee will hear him at its earliest convenience. 


Mr. Davis. Mr. William McGuire, president of the Duke Power 
Co., Charlotte, N.C. 


STATEMENT OF WILLIAM B. McGUIRE, PRESIDENT, DUKE POWER 
C0., CHARLOTTE, N.C. 


Mr. McGuire. Mr. Chairman, my name is W. B. McGuire. I live 
in Charlotte, N.C., and am president of Duke Power Co. Personally 
and on behalf of my company I wish to thank the committee for the 
opportunity to appear and comment upon H.R. 3460 and the other 
similar bills which are presently before the committee. 

I have a written statement, which is being distributed, which I 
will file with the clerk. 

However, I would like to say this, if I may, first: This is the first 
time that any representative of our company has appeared before this 
committee in connection with this legislation. 

In my statement I have a number of comments on the provisions 
of the bill. The provisions of the bill have largely been covered. 

Also in my statement I have some factual information in regard 
to my company. If I may, I feel that, in fairness to my company, 
I should ask the opportunity orally to present briefly this factual in- 
formation. 


Mr. Davis. Yes, sir. Go ahead. 
Mr. MoGurrr. Duke Power Co. 
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Duke Power Co. supplies electric service in the piedmont section 
of North Carolina and South Carolina, The area served by the com- 
pany comprises approximately 20,000 square miles psiogepen across 
the two Carolinas from the Virginia State line on the north to the 
Georgia line on the south. 
Approximately two-thirds of the area served is in North Carolina 
and one-third in South Carolina, and the company’s gross revenues 
are divided between the two States in approximately the same pro- 
rtions. The company employs approximately 6,000 persons. 
Our company supplies approximately 593,000 residential customers 
of whom approximately 233,000 are rural customers. It is estimated 
that the company supplies directly over two-thirds of the rural cus- 
tomers in its service area. The remaining one-third of the rural cus- 
tomers in the company service area are supplied by REA’s and to a 
small extent by municipal extensions into rural areas. 

These REA and municipal distributors purchase power from our 
company. The U.S. Department of Agriculture reports that 97 
percent of the farms in North Carolina are electrified. 

Our company’s rates for service are the same for its rural cus- 
tomers as for its city customers. Our residential customers are 
served at an average of 2 cents per kilowatt-hour, which is 20 percent 
below the national average of 2.5 cents. Our residential customers 

use an average of 4,858 kilowatt-hours per year which is 44 percent 
above the national average use of 3,366 kilowatt-hours per year. 


| EFFECT OF H.R. 3460 ON DUKE POWER CO. 


H.R. 3460 and the other similar bills before your committee would 

rmit the expansion of TVA service into four counties of North 
Riding now served by our company. These four counties are Hen- 
derson, Transylvania, McDowell, and Burke. 

McDowell and Burke Counties would be included in the TVA 
service area authorized by this bill because an REA purchasing elec- 
tricity from TVA supplies a very few customers in the edge of these 
counties. There is no TVA power sold in Henderson and Transyl- 
vania Counties but these counties are included in the TVA service 
1 area authorized by this bill because a part of these two counties is 
vA within the drainage basin of the Tennessee River. 

7 | In two of the counties, on the fringe of the counties, an REA which 
purchases power from the Tennessee Valley Authority supplies a few 
I rural customers. 

These four counties contain an area of 1,709 square miles. In these 
a | counties our company has in whole or in part four hydrolelectric 
= | plants, all on streams draining into the Atlantic Ocean, and other 

_ substantial facilities used to supply electric service to the public. 

_ The plants and other facilities are estimated to have a present value 
aid of $46 million. 


rd In these four counties our company supplies directly an estimated 
29,260 customers and in addition supplies REA and municipal dis- 
od tributors which serve an estimated 10,650 customers—a total of almost 


40,000 customers. 
Our company paid taxes in 1958 of $172,600 to the four comities and 
_ totowns within these counties. In addition, the company pays State 
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income and franchise taxes and Federal income taxes on the business 
done in these counties. In 1958, the company as a whole paid in local, 
State, and Federal taxes 24.5 cents out of each dollar received by the 
company from its customers. 

I want to say this here: We are particularly concerned with the 
 sintntrws which would permit the expansion of the Tennessee Valley 

uthority service area into the four communities, the four counties 
which we serve. 

Now I would like to comment on the provisions of H.R. 3460. 

Weare particularly concerned with the implications of the proposed 
bill with respect to the territory to be supplied by TVA. The bill 
before your committee contains provisions purporting to define the 
2rea to be supplied by TVA, but these provisions of the bill disturb 
us for two reasons: 

(1) The area defined for TVA service permits expansion of the 

resent service area of TVA by almost one-third. The bill would 
include the whole area of counties which lie wholly or in part within 
the drainage basin of the Tennessee River, and also the whole area 
of counties now supplied with TVA power only in part. As hereto- 
fore indicated, the bill will authorize TVA service in four counties 
in North Carolina now supplied with electric service by our company. 

In view of the fact that TVA has not for many years expanded its 
service area, the definition of the TVA service area in the proposed 
bill is, in effect, an invitation to TVA to extend its service into these 
four counties now supplied by our company as well as the additional 
area covered by the bill’s definition of TVA service area. 

(2) The purported limitation of TVA to the area defined in ELR. 
3460 actually would not accomplish even this limitation. The limita- 
tion would not apply to power produced by existing facilities or by 
new facilities financed in any way other than with the proceeds of 
authorized bonds or power revenues. 

The limitations of the bill do not prevent industrial customers from 
taking delivery of power within the defined area and using it outside 
this area. Power may be sold or delivered to a Federal agency 
wherever located. 

We respectfully urge this committee to include in the bill, if reported 
favorably, an area limitation which will confine the supplying of TVA 
power to the area in which it is presently He ag 

We believe that the amendment suggested by Mr. Vinson will do 
that with respect to these four counties, I would like to say. 

I will speak in reference only to the four counties supplied by our 
company, but what I say, I feel sure, applies to the other area which 
the bill would commit to TVA service. In the four counties supplied 
by our company, which I have mentioned, there is no shortage of 
power. 

We have done a good job on rural electrification. We pay bo 
substantial taxes. We have a large investment in facilities. We 
supply service at reasonable rates which are regulated by the North 
Carolina Utilities Commission. We have actively promoted the use 
of electric service so as to bring to our customers the many benefits 
of increased usage of electricity. Our residential customers use 44 
percent more electricity than the national average at an average rate 
that is 20 percent lower than the national average. 
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We do not believe our record deserves the penalty of being g put out 
of business. Your committee well knows, as has been pointed out in 
these hearings, that where TVA now supplies power, the taxpaying, 
investor-owned companies have been put out of business. 

In addition to the expansion of the TVA service area authorized b 
the proposed bill, there are other features of the proposed bill whic 
I am sure will be of concern to your committee. The bill would 
largely free TVA from congressional and budgetary control. Also, 
I will mention briefly certain other specific provisions to which this 
committee will wish to direct its attention : 

(1) Page 1, lines 3-6: This repealing passage wipes out TVA’s 
existing legal obligation to repay in 40 years the $1.2 billion debt now 
owed the Treasury. ‘This bill substitutes a much slower rate of pay- 
ment to which I will shortly refer. 

(2) Page 8, lines 20-25, and page 9, line 1: It is noted that the 
“return” to be paid by TVA is on “appropriation investment.” Noth- 
ing is said of the $470 million power revenues which TVA has re- 
ceived and reinvested in power facilities. These revenues belong to 
the United States, as certainly as do appropriations invested in TVA. 

(3) Page 9, line 2: At the rate of $10 million per year it will take 
120 years to repay the appropriated investment, which otherwise, un- 
til repealed by this act, the Government Corporations Appropriation 
Act, 1948, required to be repaid in 40 years. If, as mentioned abov 
the $470 million reinvested revenues were to be repaid an additional 
47 years would be required at the rate of repayment here provided. 

(4) Page 9, lines 14-17: TVA’s payment is here based upon “aver- 
age interest rate” on all Government obligations. Including short- 
term obligations the Government’s “average interest rate” is currently 
2.65 percent; the average long-term rate is substantially higher—the 
average long-term yield being now 3.91 percent. 

The taxpayer’s investment in TVA is a long-term investment and 
there seems no reason why TVA should not pay the average interest 
rate on long-term Government obligations. 

(5) Page 9, lines 18-24: Here TVA’s Board of Directors can in 
their discretion defer for 2 years payments to the Treasury. It is 
difficult. to see why this discretionary power need be given the Board, 
when already the bill provides, page 8, lines 20-22, that a payment 
to the Treasury will be made out of net power proceeds after bond 
payments and, of course, operating expenses. Also there is no provi- 
sion for catching up on payments once deferred. 

If I may, I would briefly like to make some limited comparisons of 
the TV A and our company. 


COMPARISON OF TVA AND DUKE POWER 


The American public, I believe, may be under the impression that 
TVA has produced the low electric rates in its area through efficiency. 
This could be advanced as an argument for expanding TVA, if it 
were true; but it is untrue. 

The science of electric generation is equally as well known to our 
company as to TVA, and we are able to generate power just as effi- 
ciently as TVA. Our new Allen steam plant is as efficient as the best 
of TV A’s steam plants. 
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I might say that we are also a hydroelectric generating company— 
about the third or fourth in the United States—and when the Ten- 
nessee Valley Authority was created and Mr. Arthur Morgan became 
chairman of the TVA Board, he paid high compliment to our com- 
pany’s development of the Catawba River in North Carolina as an 
outstanding example of the comprehensive development of a 
watershed. 

The difference in our company’s electric rates and those of TVA is 
due to the difference in privileges afforded by the Federal Govern- 
ment. TVA is granted by the Government special privileges includ- 
ing interest-free money, no Federal income taxes, lower State and 
local taxes and lower freight rates on coal. I would like by a very 
brief comparison to show how these special privileges create an ad- 
vantage for TVA over our company> 

The TVA annual report for 1958, fiscal year ended June 30, 1958 
shows that payments by TVA and its distributors to States and 
counties in taxes and tax equivalents amounted to 6.4 percent of total 
revenues received from consumers other than Federal agencies served 
directly by TVA. 

State and local taxes paid by our company, on the other hand, in 
1958 amounted to 10.2 percent of gross revenues. A more accurate 
basis for comparing taxes is percentage of oe investment. 

The State and local taxes and tax equivalents paid by TVA and 
its distributors in fiscal 1958 were 0.9 percent of their plant invest- 
ment, other than investment used to supply the Atomic Energy 
Commission. 

Our company’s State and local taxes for 1958 were 3.4 percent of 
plant investment. State and local taxes are not the full story. Our 
company pays Federal income taxes which TVA and its distributors 
do not pay. Including Federal income tax, the total tax bill of our 
company for 1958 amounted to 8.2 yaar of plant investment, 
whereas the total tax bill of TVA and its distributors remained at 
0.9 of plant investment. 

riefly stated, our company is roughly one-fourth as large as TVA 
and distributors paid more than 214 times the taxes paid by TVA and 
its distributors. Certainly it cannot be said that users of TVA power 
receive any less of the services of Government—local, State, and 
Federal—than do the customers of our sing. worn dp Should not these 
TVA customers rightfully be expected to bear their share of the 
cost of providing the Government services which they enjoy? 

TVA advertises the rate of return which it “earns.” TV A's last 
annual report shows this to be 3.6 percent on its plant investment for 
1958. en it is pointed out that TVA pays no Federal income 
taxes, TVA points to this return as an equivalent of such taxes. 

Duke Power Co., however, paid Federal income taxes amounting 
to 4.7 percent of its plant investment for 1958. When it is poin 
out that TVA pays no interest on the Federal investment in power 
facilities, TVA refers to the 3.6 percent as the equivalent of interest. 
But the average yield on long-term debt of the Federal Government 
is now 3.91 percent. Under existing law TVA is required to amortize 
the Government’s investment in TVA on a 2.5 percent basis, which 
amortization must be paid out of the 3.6 percent reported as rate of 
return. It is apparent that the so-called 3.6 percent return shown 
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by TVA falls far short of covering amortization, interest, and Federal 
income taxes. 

Finally I will point out that in 1958, 74 percent of TV A’s genera- 
tion was by steam-electric-generation burning coal. This fact shows 
that TVA is a business enterprise engaged in supplying the public- 
utility requirements in the TVA service area for electric service. The 
New York Times has properly described TVA as “big business.” 

Our company in 1958 generated 81 percent of its production by use 
of coal fuel. This coal cost our company $7.73 per ton, whereas TV A’s 
coal cost it only $4.54 per ton. Almost half of our cost of coal is in 
freight charges. It is true that TVA has the natural geographical 
advantage of being near the coalfields, but I would point out that 
it also has, as a Government agency, the advantage of the special 
freight rates available under section 22 of the Interstate Commerce 
Act. 

We respectfully suggest that this committee must carefully con- 
sider the propriety of granting a business enterprise, such as TVA 
now is, the many subsidies which TVA now enjoys. 

In conclusion, we again urge that this committee (1) should not 
permit expansion of TVA service and force taxpaying companies 
out of business; (2) should carefully consider whether TVA shall 
be freed from congressional and budgetary control; and 8) should 
critically examine the extent to which customers of TVA shall be 
relieved of substantial costs borne by users of electric service else- 
where in the United States. 

Thank you, Mr. Chairman. 

Mr. Batpwin. I have one question, Mr. McGuire. You mentioned 
the cost of coal to your company was $7.73 per ton, whereas TVA 
was paying $4.54 per ton. Is the difference only the difference in 
freight charges, or do you think there are other reasons why there 
are such differentials? 

Mr. McGutre. It is basically the freight charges. The mine price 
of coal for TVA and for us I would judge to be approximately the 
same, although actually I do not know. 

Mr. Batowin. Thank you, sir. 

Mr. Davis. The next witness will be our distinguished colleague 
from the State of Alabama. | 


STATEMENT OF HON. CARL ELLIOTT, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF ALABAMA 


Mr. Exziorr. Mr. Chairman, I appear before yor today, as many 
times before, in support of the best bill for TVA that you can possibly 
bring out. I know that you, and the gentleman from Alabain, 
Mr. Jones, and others of your colleagues on the committee have been 
working hard on this bill for some 2 years now. I know that you have 
labored well and that you will bring forth the best bill possible. 

In this matter, I think there are two considerations that are upper- 
most. First, there is the consideration that the large investment oi the 
Ee of the United States in the Tennessee Valley Authority project 

protected. TVA is a great national asset and must not be choked 
into obsolescence and disrepair. We must work out a system whereby 
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it can adequately finance its needs, as proposed in the Davis-Jones bill. 
To fail to do this would be, I think, the poorest kind of economy. 
The second consideration that I wish to mention is that of the people 
who live within the service area of TVA. This includes a substantial 
portion of the congressional district which I have the privilege to 
represent. The people who live in the TVA service area have no other 
source of electric power. The TVA must be allowed to put itself in 
shape to furnish the power needed by the people living within the 
area it serves. 
_ You ladies and gentlemen of this committee know of my long interest 
in and ay ay of TVA, and I wanted to make this statement so that 
you know that my interest in and support of it has not diminished. 
Thank you. 
Mr, Davis. The next witness will be Mr. Tyre Taylor, general 
counsel of the Southern States Industrial Council. 


STATEMENT OF TYRE TAYLOR, GENERAL COUNSEL, SOUTHERN 
STATES INDUSTRIAL COUNCIL 


Mr. Taytor. Mr. Chairman, my name is Tyre Taylor. I ama law- 
yer here in town and my address is 1010 Vermont Avenue. I repre- 
sent the Southern States Industrial Council, the headquarters of 
which are in the Stahlman Building in Nashville, Tenn. 

Mr. Chairman, I applied for 15 minutes and I will cut this thing 
on to about 9 minutes if I may read it. Would that be satisfactory, 
sir 

Mr. Davis. Yes, sir. You represent an area which is benefiting by 
the use of electricity and you people still keep on coming up here. 
So we will listen to you. 

Mr. Taytor. Weare persistent. 

Mr. Davis. You may proceed. 

Mr. Tayuor. Last May the board of directors of the Southern 
States Industrial Council] unanimously approved this statement: 

Bills (S. 1869 and H.R. 4266) now pending in Congress would authorize TVA 
to sell revenue bonds to finance the further expansion of its operations. If 
passed, these bills would remove TVA from all effective congressional control 
and give to a three-man politically appointed board almost unlimited authority 
to enlarge the present TVA. We urge Congress to defeat this legislation. 

Except for the effective date, S. 1869, as passed by the Senate 2 years 
ago, was identical, word for word, with H.R. 3460 now pending before 
this committee. - 

Next May TVA will celebrate its 26th birthday. 

Put forward by its sponsors as primarily a navigation and flood- 
control project, TVA was approved by both Congress and the courts 
with the understanding that the production of electric power was to be 
only incidental to the larger program. Indeed, TVA was so anxious 
to prove that it had no intention of going into the power business as 
such that it had its counsel tell the Supreme Court in 1935: 

The Muscle Shoals steam-generating plant has never been used. It stands 
idle. Much is made in my opponent’s brief of the danger of the Government 
selling power from the steamplant. That steamplant is not in this case—it 
has never been used. * * * There is nothing in the record to show that the 


Authority ever intends to use it for the purpose of generating power for sale 
and I disavow any such intention at this time. 
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A similar statement was made by TVA counsel before a U.S. circuit 
court of appeals: 

The defendants [the top TVA officials] allege that the said steam-electric- 
generating plant has not been and is not being operated and that there is no 
plan or intention to operate said steamplant now or in the future, or to con- 
struct or operate any other steam-electric-generating plants. 

It is interesting to note what was said then and what has since 
happened. In a little more than two decades, the hydro part of TV A’s 
operations has become comparatively insignificant and it has built and 
now operates the largest. steam-electric-generating system in the world, 
more than 70 percent of its total output being accounted for by steam. 
No wonder it has been called an “insidious and never fully frank 
approach to socialism.” 

As has been seen, TV A has come a long way—all the way, in fact— 
from flatly disavowing any intention of building steamplants to its 

resent position of the leading steam-producing system in the world. 
But, as one might safely predict. after reviewing the history of this 
“never quite frank approach to socialism,” it wants more—it wants 
new worlds to conquer. It wants to expand its operations and move 
into new territory. It wants to go even further than this. 

Unlike the investor-owned power companies, it is free from Federal 
taxation. But it wants more. It wants to extend its $1.2 billion 
appropriation repayment from 40 to at least 120 years. And, most 

nificant of all, it wants to be free of effective congressional and 
ther controls to which other agencies of the Federal Government are 
subject, and to be free to issue its own bonds and sell them in the 
eo. pHartet. Let us examine some of these matters in a little more 
etal. 

Mr. Broomrie.p. I would like to ask the witness a question. He 
has a paragraph there and I wonder if he can explain it. “No wonder 
it has been called an ‘insidious and never fully frank approach to 
socialism.’” What do you mean by that? Will you elaborate on that 
statement ? 

Mr. Tayior. “No wonder it has been called an ‘insidious and never 
fully frank approach to socialism.’” Is that what you want me to 
elaborate 

Mr. Broomrreip. Yes. 

Mr. Taytor. Well, Mr. Congressman, my understanding of the ac- 
cepted definition of the term “socialism” is Government ownership of 
the means of production and distribution. 

Mr. Broomrtetp. The thing I am curious about is, it is the first 
time it has been brought out in any testimony before the committee. 
Mr. Taytor. And, as I understand it, that is what the TVA is. 

Mr. Davis. A man from Tennessee testifying like that. If I were 
you I would back into this hearing room. I would not walk in. I 
would just back in. 

Mr. Broomrretp. I wondered, Mr. Chairman, because you were tell- 
ing the chamber of commerce just a few minutes ago you thought 
it was about the best system we have in the country—that is, TVA— 
ed he is comparing it to socialism; so I was wondering how you felt 
about. it. 

Mr. Davis. It is certainly far from socialism. It is not that any 
more than a post office. But, Mr. Taylor, the statute of limitations 
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ran on all of your statement up to now. You are talking about some- 
thing in 1935, but go ahead. I know him well, but he ought to back 
into this room instead of walk into it. 

Mr. Tayzor. I have said that, like all bureaucracies, TVA wishes 
to expand. If the authors of H.R. 3460 and similar bills wanted to 
restrict TVA to its present service area, then in my opinion the lan- 
guage employed to accomplish this desirable end is ineffective. The 
area-limitation language of the bill falls far short of sree Fey 
agency to its spn power-service area. On the contrary, if H.R. 

60 is passed in its present form, TVA could add to its present 
domain an additional 25,000 square miles of territory, an area larger 
than the States of Massachusetts, Connecticut, Rhode Island, New 
Jersey, and Delaware combined. 

Obviously, a provision that permits—and, based on TVA’s past 
history, even invites—extension of TVA’s power service area by 
more than 30 percent cannot be regarded as an effective territorial lim- 
itation. Moreover, the limitation, such as it is, does not apply at all 
to present power capacity or to plants built with appropriations. 

Reaching out for more territory should perhaps occasion little 
surprise. As already indicated, this is a natural bureaucratic tend- 
ency. What is more vied heme is the proposal that TVA, as an 
agency of the Government, should be exempt from all effective con- 
gressional appropriation and financial controls—a sort of self- 
starting, free-wheeling, wild-blue-yonder outfit that not only raises 
its own money but, as we shall see, makes its own laws. 

The bill specifically states that TVA could serve the United States 
or agencies thereof and interconnect with other utility systems for 
exchange power arrangements. This permits serving army camps 
and Government activities outside the area and connecting with 
Government agencies, such as Southeastern Power Administration 
and Santee-Cooper Authority in South Carolina. Half of TVA’s 
powerload at present is the atomic energy requirements. As this 
demand is reduced, this power will be available as well as that released 
from serving Memphis. It is possible to use revenue bond financing, 
for example, to serve Knoxville or Nashville and the power thus 
released and made available could be sold where TVA might wish. 

The Secretary of the Treasury and the Director of the Budget, 
representing the executive arm of the Government, and the General 
Accounting Office, representing Congress, all have strongly advised 
against relinquishing congressional control. Testifying on_ this 

oint before the House hearings on S. 1869 last July, John P. Abba- 

essa, for the General Accounting Office, said : 

Our basic position is that the capital expenditures of TVA should be by 
appropriations. However, if it is necessary to borrow money, then we believe 
it should be handled through the appropriation process, and handled by the 
oad of the Treasury and be included as a part of the public debt limita- 

ons. 

And, speaking for the Budget Bureau, Robert E. Merriman, told 
the House hearing on the same day: 


* * * A wholly owned Government corporation with a net of $1.2 billion in 
Federal moneys invested in it ought to have the same rules of the game applied 
to it as does any other Government operation. 

With the possible exception of the Atomic Energy Commission, 
TVA is less responsible to Congress and the people than any other 
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administrative branch of the Government. Such control as Congress 


has is based primarily on its power to make and withhold appropria- 
tions, scrutinize TVA’s operations through the budgetary process, 
its power to prevent the construction of new power facilities with 
‘TVA revenues, and, to a lesser extent, the requirement that TVA 
Board appointees must be confirmed by the Senate. 

Today, this country is largely dominated by Federal administra- 
tive agencies, of which TVA is one. Commenting on this fact, Roscoe 
Pound, former dean of the Harvard Law School, said: 

We have been coming in practice to a condition of what may well be called 
administrative absolutism. 

According to Webster’s dictionary, absolutism is “the doctrine of 
unconditional power vested in an autocrat; despotism.” 

Why did Mr. Pound make such a statement? He made it because 
these administrative agencies, including TVA, are run by appointive 
officials and the administrative rulemaking and regulations have the 
force of law and in practice and effect are the law. 

I know the TVA professes to pride itself on the extent to which 
its activities and program are operated on a voluntary basis, with 
most of the people and State and local governmental agencies of the 
valley cooperating. It would be a rather strange thing, of course, 
if a majority of the people of one area should strenuously object to 
having their power supply subsidized by the taxpayers of the whole 
Nation. But the fact is that TVA is a Federal agency, with all the 
powers of the Federal Government behind it. For example, it has 
the right to approve or disapprove of all drainage projects and plans 
within its area. Thus, it could require all property owners to obtain 
its permission before constructing any pond, dig ing a ditch, terrac- 
ing a field, or doing anything else that affects “drainage.” 

o unit of Government within the TVA area can build a road, 
change the course of a stream, or even build a culvert if TVA, acting 
under “drainage and flood control powers,” decides against it. Asa 
Federal agency, it supersedes State and local governments. In other 
words, it has the power to force State and local officials to conform 
to its decrees, decisions, rules, and regulations—all of which may or 
may not throw some light on the true voluntariness of the cooperation 
accorded TVA. As Mr. David Lilienthal said in his book, “TVA: 
Democracy on the March”: 

Of course there are clashes which as of any given moment cannot be har- 
monized. The private interest must then be subordinated. 

The point I am trying to make is that the whole TVA idea tends 
toward government by permanently appointed officials instead of gov- 


ernment by elected representatives limited by specific law and ac- 


countable to the people at the polls. And this is, of course, a departure 
from the constitutional principles of States rights, checks and bal- 
ances, divided authority, and limitation on political power upon 
which our republican form of government was established. 

To further illustrate the immense scope and sweep of TV A’s powers 
‘over the lives and destinies of the people of the valley and their State 
and local governments, I again quote Mr. Lilienthal: 

A single agency, instead of half a dozen, was to design and build the dams, 


buy the land, construct transmission lines, and market the power the river 
produced. One agency was to “envision in its entirety” the potentialities of the 
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whole river system, for navigation, for power, for flood control, and for recre- 
ation. * * * The TVA shonld directly select, hire, train, and supervise the 
workmen and be responsible for the policies governing wages and conditions of 
work. * * * The job of providing adequate housing for the workers at dams 
built at isolated points was undertaken by the TVA itself * * * library service 
* * * public health facilities * * * family readjustment * * * geology, agron- 
omy, forestry, chemistry * * * wildlife, fish culture * * * recreation * * * pub- 
lic parks and playgrounds * * * malaria control * * * archeology * * * public 
finan 


ce. 

In addition, TVA activities include horticulture; the manufacture and dis- 
tribution of fertilizer; the invention of a new type refrigerator; experimental 
farms; teaching teachers the TVA “idea”; bringing schools, colleges, and uni- 
versities into the program; organizing cooperatives of various types; exporting 
the “idea” to other States; training Russian experts to build similar “plants 
that will produce power on streams somewhere beyond the Urals”; furnishing 
technical advice and help to private industry ; planning and building terminals to 
connect highways, railroads, and waterways; administering TVA demonstration 
farm activities in 21 other States of the Union; reforestation; control of soil 
erosion ; and a host of other tasks. 


It has been said that “power corrupts and that absolute power cor- 

absolutely.” 

he question is whether Congress will knowingly abdicate its last 
remaining effective control over this ambitious bureaucracy and give 
it virtual carte blanche to do as its politically appointed board thinks 
best. We earnestly hope not. We express the desire that any TVA 
legislation this committee sees fit to recommend will contain simple, 
foreeful, unambiguous, and effective language to force strict congres- 
sional control and to keep TVA within its present power service area. 

And that, Mr. Chairman, completes our statement—except that | 
wish to express to you and every member of the committee our grate- 
ful appreciation for pesusting us to be heard. 

Mr. Broomrtevp. I would like to ask Mr. Taylor a couple of ques- 
tions. First of all, you say you represent the Southern States Indus- 
trial Council. Is that. right? 

Mr. Taytor. Yes, sir. 

Mr. Broomrietp. What does that comprise and what purpose has 
your group ? 

Mr. Taytor. It covers the 16 Southern States from Maryland to 
Texas, inclusive. It includes in its membership all lines of manufac- 
turmg and transportation and banking, and several other matters. 
Tt does not include any retailers or wholesalers that I know of. 

Mr. Davis. Sort of a junior national association of manufacturers. 

Mr. Taytor. A regional national association of manufacturers, I 
would say. 

Mr. Davis. And they are all against this. 

Mr. Broomrrerp. I wondered what function you had in this. I had 
not heard you before in this committee and wanted to make sure what 
group you were speaking for. 

Mr. Tayrtor. Well, we feel, Mr. Congressman, that the South is a 
great reservoir of constructive and conservative strength in this coun- 
try. The council undertakes to articulate that strength and to point 
it up and to convey it, on general issues such as this one here, to the 
Members of Congress. It also serves one other function, or used to 
at any rate. That is, we sometimes had regional problems that were 
different from those of the NAM and the chamber of commerce and 
other employer organizations. 
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Mr. Broomrietp. Was your group opposed to the philosophy of 
TVA or not? 

Mr. Taytor. Yes, sir. 

Mr. Broomrtep. It was? 

Mr. Taywor. Yes, sir. 

Mr. Broomrie.tp. Completely ? 

Mr. Taytor. Yes, sir. I am sorry I do not have the statement here. 

Mr. Broomrtetp. That is all. 

Mr. Mack. You said in your statement, Mr. Taylor, that— 

* * * if H.R. 3460 is passed in its present form, TVA could add to its present 
domain an additonal 25,000 square miles of territory, an area larger than the 
States of Massachusetts, Connecticut, Rhode Island, New Jersey, and Delaware 
combined. Obviously, a provision that permits—and, based on TVA’s past his- 
tory, even invites—extension of TVA’s power service area by more than 30 per- 
cent cannot be regarded as an effective territorial iimitation. 

You and several other witnesses this afternoon have repeatedly kept 
saying this bill expands the TVA service area. We have had a great 
many witnesses here who made a good case that this bill does not ex- 
pand the area, but decreases the area. Under existing law, they can 
put their — now over about 300,000 square miles without any fur- 
ther legislation, instead of 80,000 square miles. This bill limits the 
function to 25,000 miles’ extension. 

There have been suggstions that it be limited to a 7,000-mile increase, 
and others that it be inited to a 4,000-mile increase, and another sug- 
gestion that it be limited to the present 80,000 square miles. There is 
no expansion or extension of the territory of the Tennessee Valley 
Authority in any of those proposals. I have not heard anybody advo- 
cate that they should expand beyond the additional 25,000 square miles. 

Mr. Taytor. I hope that is true, Mr. Congressman. 

Mr. Mack. That is the law today. 

Mr. Taytor. In support of the amendment that was offered this 
morning, that would make definite and specific the limitation on 
TVA’s power. We think this bill as it is written is full of loopholes. 

Mr. Mack. There may be cause for complaint but there is no cause 
for complaint on the territorial limitation. On the contrary, TVA 
as I see it can start tomorrow using $99 million available from de- 
preciation and net revenues to start building up their present service 


area. 

Mr. Taytor. Perhaps they could but I believe Congress would have 
to approve it. 

Mr. Mack. No. They can do it from any existing pleats within 
the area and that was my understanding of the law. If they build 
a new plant Congress must approve it under the present law, but the 
plants there can be extended or expanded without approval of Con- 

ess, 
OMe. Davis. Any other questions? 

Mr. Jones. I have one question of Mr. Taylor. Mr. Taylor, how 
many members are there in the Southern States Industrial Council ? 

Mr. Taytor. How many members? 

Mr. Jones. Members. Yes, sir. 

Mr. Taytor. Approximately 2,000 members. 

Mr. Jones. Where do most of those people reside ? 

Mr. Taytor. Inthe Southeast and in Texas. 

Mr. Jones. What is your annual operating budget ? 
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Mr. Taytor. A little over $100,000 a year. 

Mr. Jones. What portion of that $100,000 goes into activities 
against the Tennssee Valley Authority ? 

Mr. Taytor. I would say a very, very minor part. 

Mr. Jones. What is that ? 

Mr. Taytor. I would say a very minor portion. 

Mr. Jones. A minor portion ? 

Mr. Taytor. Yes. 

Mr. Jones. You distribute approximately every week some litera- 
a by Mr. Thurman Sensing in opposition to the TVA, do you 
not 

Mr. Taytor. No. I would not say practically every week but we 
do rather often, though. 

Mr. Jones. Do you make distribution to your 2,000 members in- 
forming them of the activities of the Tennessee Valley Authority and 
what a perilous political philosophy is subscribed to if they advocate 
or help in the continuation of the TVA ? 

Mr. Taytor. We not only make such material available to our mem- 
bers, Congressman, but we also try to make it available to the Members 
of Congress. Iam sorry you have not seen it. 

Mr. Jones. Haven’t seen it ? 

Mr. Davis. We have seen it. 

Mr. Jones. Is Mr. Sensing still a member of the Southern States 
Industrial Council ? 

Mr. Taytor. He is executive vice president. Yes, sir. 

Mr. Jones. Executive vice president. And the utility companies 
make contributions as members to your organization, do they not / 

Mr. Taytor. We have numerous utility companies that are members. 

Mr. Jones. Will you be kind enough to supply for the record the 
names of the utility companies that are members of your organization ? 

Mr. Taytor. I will be glad to, sir. 

(The following was furnished for insertion. ) 

During the hearings Mr. Tyre Taylor, general counsel for the Southern States 
Industrial Council, volunteered after being questioned by Congressman Robert 
B. Jones to give certain information as to the identity of the utility companies. 
which were part of his organization and the contributions they made to the 
organization. On March 24, 1959, Mr. Taylor advised the chairman that he 
was unable to supply this information; that he had overstepped his bounds and 
that the executive vice presidnt and the boards of directors of his organizations 
had advised him this information was not available for publication. 

Mr. Jones. Thank you. Do you know whether any of the utility 
companies that testified here T° since you have been present today, 
are members of your organization 

Mr. Taytor. i am under the impression two of them have. 

Mr. Jonrs. What two are they 

Mr. Taytor. The Duke Power Co. and the Carolina Power & Light. 

Mr. Jones. Are they just matriculating members, or are they mem- 
bers who make substantial contributions ? 

Mr. Taytor. Oh, they make, I would say—I do not really know 
what their contributions are. I will make that available for the record. 

Mr. Jones. Do you have any idea as to what their contributions. 

r. Taytor. Oh, I would guess $200 to $250 a year. 

Mr. Jones. That is all, Mr. Chairman. 
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Mr. Davis. Mr. Paul H. Robbins, executive director of the National 
Society of Professional Engineers. Mr. Robbins, you have one line 
in there, and I would like to say this bill does not interfere with pro- 
fessional engineers. The only provision in this bill dealing with that 
provides that if TVA is going to lease or purchase a piece of prop- 
erty for their own use they would be authorized to give engineering 
advice on property they would want to control. 

I just want to throw that out because I am afraid you are seeing 
shadows, but I would be glad to hear from you. 


STATEMENT OF PAUL H. ROBBINS, EXECUTIVE DIRECTOR, 
NATIONAL SOCIETY OF PROFESSIONAL ENGINEERS 


Mr. Rozerns. Thank you, Mr. Chairman. You can appreciate we 
feel the wording opens up other doors than as you see it. e specific 

rtion of the bill we are referring to is on page 11, beginning with 

ine 15, and I might read it, since the Congressman opened up that 

particular reference. 

In connection with the construction of a generating plant or other facilities 
under an agreement providing for lease or purchase of said facilities or any 
interest therein by or on behalf of the corporation, or for the purchase of the 
output thereof, the corporation may convey, in the name of the United States by 
deed, lease, or otherwise, any real property in its possession or control, may 
perform engineering and construction work and other services, and may enter 
into any necessary contractual arrangements. 

It is that broad language primarily we are concerned with here. 
Mr. Chairman, my name is Paul H. Robbins. I am the executive 
director of the National Society of Professional Engineers with head- 
quarters in Washington, D.C. The society is a nonprofit, membership 
organization composed of professional engineers engaged in virtually 
all branches of the engineering profession, each of whom is registered 
under applicable State engineering registration laws. The society’s 
47,000 members are affiliated through 50 State and Territorial socie- 
ties and approximately 375 local community chapters. 

I am here today to present the society’s views on only one aspect 
of the bills currently before the committee which would amend the 
Tennessee Valley Authority Act of 1933. I refer specifically to the 
provision appearing at lines 21 and 22 on page 11 of the bills which 
would authorize the Tennessee Valley Authority to perform engineer- 
ing services in connection with the construction of a generating plant 
or other facilities in which TVA has any interest whatsoever. lt ap- 
pears that this language would permit TVA to furnish engineerin 
and design services for any private enterprise or local agency whic 
was to build and operate power facilities or any other facilities with 
a tie-in to TVA operations. 

It is the considered opinion of the national society that the follow- 
ing language should be deleted from the bills. This is the language 
to which I just referred : 

Lines 21 and 22, page 11, delete: 

* * * may perform engineering and construction work and other serv- 
ices * * * 

In order to acquaint the committee with the full implications of the 
language in these bills which, in principle, could prove so detrimental 
to practicing professional consulting engineers, may we direct your 
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attention to the record of hearings on Senate bill 2373, 84th Congress, 
pages 207-215. That proposal was substantially similar to the bills 
currently under discussion, and contained identical language author- 
izing TVA to perform engineering services. During the course of 
those 1955 hearings, it was pointed out by Senator Hruska that the 
engineering services which TVA would be permitted to perform 
would not necessarily be limited to facilities which TVA expected 
to acquire, but could be provided as well if merely the purchase of the 
output of a plant was intended. 

In addition, it was stated in answer to the TVA contention that 
the provision in question would contemplate the providing of only 
those engineering services necessary to permit the right kind of plant 
to be built on the right schedule and in an economical way, that TVA 
was arrogating to its own engineering staff something superior by 
implying that no one else in the profession could perform these 
engineering functions. 

t is our belief that the broad grant of authority to TVA which 
these bills would provide by allowing TVA to render engineering 
services for others constitutes an unwarranted interference with the 
normal functions and operations of private consulting engineers who 
have been and are avatlabta for the rendition of such normal profes- 
ssional activities. We believe, and we think the members of the 
committee will agree, that the Federal Government should not com- 
pete with its own citizens in the furnishing of material or services to 
non-Federal agencies or persons, except under the most extreme or 
ore: yrs conditions. Such extreme or emergency conditions which 
would justify the assumption of this broad authority by TVA do not 
exist, and thus there can be no justification for the rendition of serv- 
ices by the Federal Government when private firms are available and 
competent to perform identical work. 

Therefore, it is imperative that in order to maintain and strengthen 
the private enterprise system which has made this country so power- 
ful and prosperous, we keep the Federal Government out of pursuits 
which are normally provided by private organizations or individuals; 
particularly, of course, our interest lies with respect to the independ- 
ent practice of the professions. 

A further reason for not granting TVA the authority to render en- 
gineering services to outside parties is that the offer and furnishing of 
professional engineering services is subject to the State engineerin 
registration laws which are in existence in every State of the Uni 
States and its Territories and possessions, as well as the District of 
Columbia. These State laws provide for the registration of qualified 
professional engineers under strict standards in order to protect the 
public health, safety, and welfare, and they make it unlawful for any 
person to offer and perform professional engineering services who has 
not complied with and registered under the appropriate State law. 

While TVA could perform engineering services for itself, and the 
Federal Government, as a superior entity to State laws, could per- 
form engineering services for itself, a completely different situation is 
presented when there is an undertaking to perform services for third 

arties. The grant of authority as contained in these bills would con- 
ict with the State engineering registration laws, as it is certain that 
TVA as a Government corporation is not licensed under any of the 
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State laws to offer and perform professional engineering services for 
others. 

It has been claimed that the reference to engineering services in 
these bills is confined to the facilities which would become a part of the 
TVA power system as a result of the increased revenue bond 
financing. This, however, does not tend to lessen or detract from the 
fact that TVA still would be renderin to out- 
side parties whose only connection with TVA is that TVA might pur- 
chase the output from such plant or other facility. 

At the 1955 Senate hearings on S. 2373, to which I previously called 
your attention, the provision authorizing TVA to perform engineering 
services was thoroughly discussed in a colloquy between Senator Kerr, 
Senator Hruska, and Mr. G. O. Wessenauer, manager of power, TVA. 
In the course of the discussion it was stated by Mr. Wessenauer that 
TVA would be given the authority to provide engineering services in 
connection with a generating plant or facility under the arrangement 
of a lease, lease-purchase, or a purchase of the output. 

Regarding TVA’s interest where the only connection would be the 
purchase of the output, Senator Hruska had this to say : 

If you are going to contract for the purchase of an output of a plant at X mills, 
it just seems to me that in the normal contractual situation that the purchaser 
of power under that kind of a situation isn’t concerned too much with the engi- 
neering and planning department to the extent that it will produce the quantity 
of merchandise which he contracts to buy. 

The implication of this statement is obvious: That authority to offer 
and perform engineering services is not warranted where TVA has 
entered into an arrangement where TVA’s sole interest would be in 
purchasing the output of a plant or facility. 

Senator Hruska further suggested that TVA would be getting on 
tenuous ground— 

* * * when you are buying the output of a plant and use that as a vehicle for 
saying that you are sufficiently interested in it so you can override and, in effect, 
nullify State laws which govern engineers and the practice of engineering. 

The National Society of Professional Engineers questions the neces- 
sity of the grant of engineering authority to TVA in view of the 
practices of other Federal agencies which permit parties with whom 
these agencies contract to procure their own private engineering serv- 
ices in connection with contemplated projects. We refer specifically 
to the former lease-purchase program, whereby private groups 
financed and constructed buildings which the Federal Government 
occupied under a long-term, lease-purchase arrangement. In these 
situations, the groups constructing these buildings engaged the serv- 
ices of private engineering firms, without Federal interference. Such 
arrangements occurred in connection with a contract which involved 
a closer tie-in to the Federal Government than merely the purchase of 
the output of a plant or other facility. 

If the Federal Government does not deem it necessary or indis- 
pensable to provide engineering services in connection with the lease- 
purchase of Federal buildings, we fail to recognize the absolute neces- 
sity for TVA to impose its engineering services on those plants or 
facilities from which TVA merely contemplates purchasing the out- 
put. 
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Mr. Jones. Do you not hope that TVA will be more successful than 
the lease-purchase program that was initiated and under which you 
did not build any buildings? I do not believe you got one under it. 

Mr. I beg your pardon? 

Mr. Jones. You are talking about a program that never did even 

t off the ground and never had a chance, and was never operated. 
He are talking about a Federal activity which never did exist. 

Mr. Rossrns. If I am not mistaken their primary problem there was 
financing rather than the procedures of the program. I would not 
care to express an opinion on the success one way or another of the 
lease-purchase program. This had many other ramifications aside 
from this one weg point we are discussing here. 

Questions along this line were asked of Mr. Wessenauer by Senator 
Hruska at the 1955 hearings. The Senator inquired: 

* * * what would you think of this letter of the National Society of Professional 
Engineers if the situation was one which agreed to buy the output of some 
generating plant? You would then go in there and do all the planning, engi- 
neering, and designing for the company that was going to build that plant. 


Would that not be invading the province of the professional engineer and the 
planners who are represented in the National Society of Professional Engineers? 


If -we may interject a reply to the Senator’s query, our emphatic 
answer would be that such activities of TVA would definitely be in- 
vading and interfering with private professional engineers who are 
competent to render services identical with those offered by TVA. 

The National Society of Professional Engineers does not wish to 
indicate any opinion on other aspects of these bills, but it is felt that 
the authorization for TVA to provide engineering services outside 
of its own organization would S a serious intrusion by a Federal 
agency into private professional practice and would be at variance 
with the letter and spirit of existing State laws. 

We urge, therefore, the committee delete the authorization discussed 
here today which appears on lines 21 and 22 of the subject bills, and 
thus indicate its faithful adherence to the principles of noninterference 
by the Federal Government into private professional pursuits, and 
compliance with existing State laws, which are designed to protect 
the public’s life, health, and property. 

e want to thank the committee for allowing us an opportunity 
to present our views on this subject, and we stand ready to render 
wait further assistance as the committee may desire. 

Mr. Davis. I have observed an interesting thing, Mr. Robbins. My 
city, Memphis, because TVA could not get an appropriation and in 
view of the fact that this bill had been pending for 5 years, had to 
build its own plant. To our surprise we found such a limited number 
of engineers competent to build a great big $161 million plant that 
it was very difficult to go about it. We found TVA had most of the 
competent engineers who could build one. Of course, they have engi- 
neers out west. Finally we got the firm of Burns and Roe, I think it 
is. Where are they located ? 

Mr. Rogsrns. In New York. They have oflices in several spots 
but their headquarters are in New York, I think. 

Mr. Davis. So you see, we have to go to other parts of the country 
to spend our money and buy our machinery. 

Mr. Rogstns. Congressman, this would surprise me too. 
Mr. Davis. You have been here all day, have you not ? 
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Mr. Pretty much. Yes, sir. 

Mr. Davis. Do you realize that the opponents of TVA, most of them, 
-~want to destroy it? So they assign each page and almost each line 
to somebody and say, you dig this, and you dig this, and they dig 
and dig and dig. So, if you would remove all of the objections 
expressed today there would be no TVA and it would just die. You 
recognize that, do you not? You sat here all day and they just 
hammered and hammered and hammered at it. 

Mr. Rossrns. I would like to say no one assigned us this particular 
concern. We are concerned because of our own particular interest. 

Mr. Scuwencew. I have not had the privilege of being here all 
-day, Mr. Chairman, as you have, to listen to all of the testimony, but 
I want to say to you what I have heard you say is not confirmed by 
‘the testimony I have heard before this committee. Of course, people 
have a right to express themselves. 

Mr. Davis. Sure they do. 

Mr. Scuwence. Just as the people in support of your position 
have a right to express themselves. 

Mr. Davis. That is why we are having this hearing. 

Mr. ScuweEncet. I wonder if it is exactly right ior you to question 
‘anyone who comes before this group. I feel they are sincerely repre- 
senting and | eR their views. I know both the Army engineers 
and many of the private organizations, and I have very good friends 
among them, and | would hate to think they are a conniving organ- 
ization, that they are deliberately gnawing at the roots of our Ameri- 
can system. I think they have as much interest in the welfare of our 
country as those people who are promoting the TVA. 

Mr. Davis. I did not call them connivers, but all day long they are 
just dig, dig, digging on this bill, and if everything was done that 
was suggested here today there would be no TVA left. First they 
take a leg, and then a hand, and then an arm. 

Mr. Barpwin. May I ask a question. Mr. Robbins, you are simply 
advocating on page 11, deleting the words “may perform engineering 
and construction work and other services.” Is that right? 

Mr. Rossrns. Correct, sir. 

Mr. Baitpwin. Could I ask this question: How does TVA now fune- 
tion as far as the engineering services which they require? 

Mr. Rossrns. For their own operations ? 

Mr. Batpwrn. Yes. 

Mr. Rossrns. They have a considerable staff of engineering per- 
sonnel who supervise, and design, and work on the various aspects 
of their work. | 

Mr. Batpwrn. In other words, for the operations they now conduct 
they have permanent employees who are engineers, to do the work 
required ? 

Mr. Rogsrns. Very excellent ones, and we have no quarrel with that 
particular operation. We think it is fine and they should be continu- 
ing to do that. Our principal concern here is as we read this pro- 
posal, it would permit them to go out and do engineering work for 
anything with which they are connected, to supply power. We feel 
this is invading the province of normal consulting professional engi- 
neers who normally do the design, and electrical, and mechanical work 
‘on most of the construction in that area. 
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Mr. Batpwin. In other words, taking out these words would leave 
TVA with the present status it has as far as engineering services are 
concerned that are required, and would not change anything? 

Mr. Rosstns. That is correct. This is asking for an extension of 
authority to go outside of the normal function they are now per- 
forming. 

Mr. Batpwin. Thank you. 

ol “a ones. Mr. Robbins, how do you regard the Engineering News 
Index 

Mr. Roserns. What is that, sir ¢ 

Mr. Jones. Do you think it is a reliable professional publication ? 

Mr. Rogsrns. The construction index ? 

Mr. Jonrs. No. The Engineering News Index. 

Mr. Ropsins. The Engineering News Record Index? The con- 
struction index ? 

Mr. Jones. Yes. 

Mr. Rosstns. Yes,sir. I think it is reliable. 

Mr. Jones. Do you hold it in esteem as a professional publication? 

Mr. Rossins. Yes, sir. 

Mr. Jonezs. In 1956, I believe it was, the Engineering News Index 
published a story or an account of the engineering and construction 
capabilities of the Tennessee Valley Authority and it stated that it 
was the finest engineering and construction organization in the world. 

As the possessor of all those capabilities, do you think it would be 
wise to have the Congress say that those good engineers and capable 
engineers should use their energies and their brainpower in designing 
lease-purchase facilities as well as constructing their own? 

Mr. Rossrns. One of the paragraphs I have in my statement, Con- 

man, I think answers this question. We certainly have no quarrel 
with the fact that there are very capable engineering services in the 
employ of TVA. The question we raise is that they are not the only 
qualified and capable services and there are equally good and very 
capable services in the consulting field. 

r. Jones. I do not think there is anything in this bill which would 
create an ve a on your part or the part of your organization 
to that effect. I do not think any such meaning can be placed on 
the contents of this bill. Certainly there is no disparagement of the 
capabilities of other engineers. 

r. Ropsrns. If there is none then why must they extend their 
authority to this? 

Mr. Jones. Because it bears a relationship to the total amount of 
work being done by the organization. This is a bill for the purpose 
of obtaining additional generating facilities and providing revenue 
bonds for the acquisition under lease-purchase of other generati 
facilities. So it would seem to me good management on the part 
the TVA to use its engineers at the overall task of producing new 
generating facilities. 

Mr. Rogstns. We would agree if this were the work they were doi 
and if it were the work of the general operation of TVA, but this 
language says they can do it for anybody, if there is even the potential 
that they might, at some future date, tie into the area. 

Mr. Jonzs. The language of the bill would not lead you to believe 
that TVA is anxious to go out in the field of contracting or engineer- 
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ing would it? I do not see how any interpretation like that could 
be placed on it. 

Mr. Rosstins. The broad language as we see it of generating plants 
or other facilities in which it may have an interest, would. 

Mr. Jones. Certainly the TVA has to have an interest. 

Mr. Rossrns. In which it may have an interest, it says. I happen 
to have here a blueprint of a food-processing plant in which the 
engineering—— 

Mr. Jones. I cannot help but ask what has been the traditional and 
historic position of your organization for or against the Tennessee 
Valley Authority ? 

Mr. Rossrns. We have none for or against the Tennessee Valley 
Authority as such. 

Mr. Jones. You have not appeared before any committee for or 
against the TVA in the past ? 

Mr. Rossrns. No, sir. 

Mr. Jones. Was Mr. Scheidenhelm a member of your organization 
in any Official capacity ? 

Mr. Rossrns. Not an official capacity. He might be a member. We 
have 50,000 of them. 

Mr. Jones. He has been a steady visitor before this committee and 
presented testimony from engineering organizations and various so- 
cieties. I thought maybe he would be one of your members. That 
isall. Thank you, Mr. Chairman. 

Mr. Davis. Mr. Leonard Pasek, assistant to the president of the 
Kimberly-Clark Corp., representing the National Association of 
Manufacturers. 


STATEMENT OF LEONARD E. PASEK, ASSISTANT TO THE PRESI- 
DENT, KIMBERLY-CLARK CORP., NEENAH, WIS., APPEARING ON 
BEHALF OF THE NATIONAL ASSOCIATION OF MANUFACTURERS 


Mr. Pasex. Thank you, Mr. Chairman. Copies of my testimony 
have been distributed to the members of the committee. 

My name is Leonard E. Pasek, and I am assistant to the president 
of the Kimberly-Clark Corp., Neenah, Wis. I am appearing in my 
capacity as vice chairman of the Conservation and Management of 
Natural Resources Committee of the National Association of Manu- 
facturers, a voluntary association of some 20,000 business enterprises 
which produce about three-quarters of the Nation’s manufactured 
goods. Over 83.percent of these business enterprises employ less than 
500 — and thus fall within a commonly accepted definition of 
smal] business concerns. Our association is keenly interested in 
promoting sound economic and governmental principles without. re- 
gard to partisan political considerations. 

As manufacturers, our members consume tremendous quantities of 
electrical energy. e are, therefore, greatly concerned with the 
optimum development of the energy resources of the Nation. We 
believe that such resources should be developed in a manner that will 

ive impetus to an ever-expanding economy and provide an abun- 
ance of available energy supplies at the lowest possible price con- 
sistent with fairness to investors and employees. This manner of de- 
velopment should lend incentive to future investment of private cap- 
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ital in electric-generating installations and should not discourage or- 


shrivel up the flow of this vitally important investment capital into. 
these productive channels. 

In the light of such considerations, we have carefully analyzed pro- 
posed plans that would enable the Tennessee Valley Authority Cor- 
poration to raise money to construct steam-powered electric generat- 
ing plants by the issuance of its own securities for sale in established 
bond markets. Our study and analysis of the bills now being con- 
sidered by the committee lead us to believe that there are serious. 
objections to the proposals which they contain. We, therefore, wish 
to express our opposition on the following grounds : 

1. The Congress should not create in a governmental agency a spe- 
cial group interest that is adverse to the interest of the people of the 
United States as a whole. 

2. Lodging the borrowing power of Congress in a Federal Govern- 
ment corporation violates sound governmental principles. 

3. There is no present or foreseeable necessity that would justify 
empowering the Tennessee Valley Authority Corporation to issue its: 
own securities. 

4, A runaway expansion program on the part of the Tennessee 
Valley Authority Corotetion would be extremely discouraging to 
the investment of private capital in electric generating facilities. 

5. The bills lack minimum safeguards necessary to insure effective 
congressional control and effective territorial limitation. 

6. The proposals constitute special privilege legislation. 

The Congress should not create in a governmental agency a special 
group interest that is adverse to the interest of the people of the 
United States as a whole. 

The proposal contained in these bills would lead to the creation of 
a group of bondholders whose interest would be adverse to the inter- 
est of the people as a whole who have $1.2 billion tied up in the Ten- 
nessee Valley Authority Corporation together with an interest in an 
additional half-billion dollars of power revenues that have never 
been turned over to the Federal Treasury. 

The first demonstration of the adverse nature of the prospective 
bondholders’ interest is contained in the opening words of. these bills 
which state: 


* * * the last three paragraphs under the subtitle “Independent Agencies and 
Corporations” in title II of the Government Corporations Appropriation Act. 


1948 (61 Stat. 576-577), are hereby repealed * * * 

The effect of this repealer is to eliminate the requirement that the 
$1.2 billion be paid back to the Treasury within 40 years. Much later 
in the bill, there is a provision for an annual “repayment sum of not 
less than $10 million, which repayment sum shall be applied to reduc- 
tion of said appropriation investment.” At the rate of $10 million 

r year, it will obviously require 120 years to repay the $1.2 billion. 

hus, in order to provide the Tennessee Valley Authority Corpora- 
tion with borrowing power, the interest. of the people as a whole 


would be adversely affected by a reduction in the requirement to re- 
pay the $1.2 billion from one-fortieth per year to one one-twentieth per 
year, which would render contemplated repayment and self-liquida- 
tion exceedingly remote. 
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However, this is not the only adverse effect. The bills stipulate 
that the repayment of the $1.2 billion is to be made only “From net 
power proceeds in excess of those required to meet the Corporation’s 
obligations under the provisions of any bond or bond contract * * *.” 
The effect of this provision is to subordinate the interest of the people 
as a whole to the claims of the prospective bondholders since the 
Corporation would be = first to service its new debt and, only 
if it has money left, would then make an installment repayment on 
the $1.2 billion. The payment of some kind of a return on the $1.2 
billion also would be subordinated to the primary obligations created 
by the bonds or bond contracts.. Thus, the interest of the people as 
a whole would be placed in a position distinctly secondary to the 
position of the claims of the bondholders, since the applicable pro- 
visions would call for consideration of this interest only after the 
bondholders have first been paid. 

The injury to the people’s interest would be aggravated by the fact 
that the provisions for repayment and payment of some kind of a 
return refer only to the $1.2 billion and do not apply to the approxi- 
mate half-billion dollars of power revenues resulting from the use of 
the $1.2 billion, which half-billion dollars has never been turned 
back to the Treasury by the Corporation. The bills would not pro- 
vide for any repayment of this half_billion dollars and do not provide 
for the payment of any kind of a return on it. It is completely 
ignored. In fact, the bills do not require the Corporation to make 
any earnings on this sum. Proposed section 15d(f) provides that 
the Corporation shall charge rates for power sufficient to cover certain 
items, but the items of the annual repayment installment on the $1.2 
billion and payment of a return on the power revenues being employed 
as capital are not included. Consequently, though the rates alias d 
would very likely be fictitiously low, the prospective bondholders 
would be protected at the expense of the American people as a whole. 

The repealer of the provisions in the Government Corporations 
Appropriation Act, 1948, will also repeal a provision which states as 
follows: 

None of the power revenues of the Tennessee Valley Authority shall be used 
for the construction of new power producing projects (except for replacement 
purposes) unless, and until, approved by act of Congress. 

Thus, this safeguard on the disposition of future power revenues 
would be eliminated. There is no justifiable distinction between these 
power revenues and appropriation moneys, since use of the power 
revenues substitutes for pep that otherwise would have to be appro- 
priated. An inequitable and controversy-breeding situation will be 
perpetuated so long as the Corporation is permitted to accumulate 
power revenues. proper fiscal procedure would require payment 
of these revenues into the Treasury, and require appropriations by 
the Congress to cover future annual expenses of the Corporation. 
The creation of additional funds by sales of securities will breed addi- 
tional controversies and perpetuate confusion as to the scale and scope 
of the Corporation’s future operations. 

The overriding consideration that would be given to the interest 
of the prospective bondholders as opposed to the interest of the people 
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as a whole can best be illustrated by a quotation from proposed section 
15d(a) as follows: 

The Corporation is authorized to enter into binding covenants with the 
holders of said bonds—and with the trustee, if any—under any indenture, resolu- 
tion, or other agreement entered into in connection with the issuance thereof 
(any such agreement being hereinafter referred to as a “bond contract”) with 
respect to the establishment of reserve funds and other funds, provisions for 
insurance, charges for supply of power, application and use of net power proceeds, 
restrictions upon the subsequent issuance of bonds or the execution of leases or 
lease-purchase agreements relating to power properties, and such other matters, 
not inconsistent with this act, as the Corporation may deem necessary or 
desirable to enhance the marketability of said bonds. 

This section thus permits the rights of the American Government 
and people to be signed away to the bondholders. The Comptroller 
General has warned that this broad authority might result in com- 
mitments by the Corporation which would give bondholders a degree 
of control over its power operations inconsistent with its status as a 
governmental agency. The fact that $750 million worth of bonds 
could be issued indicates the degree of influence that could be exerted. 
The bondholders’ authority over the agency could also conflict with the 
Government’s interest as a customer. The Federal Government pres- 
ently takes over half the agency’s total power output, much of it for 
vital defense needs. Obviously, giving such a governmental agency a 
nongovernmental source of money entails serious potential conflicts 
with national interest and is replete with dangerous possibilities 
of dissension and frustration of effort. 

Consequently, there would be created the undesirable situation of a 
hybrid Federal agency whose fundamental allegiance would be de- 
voted to the best interests of the bondholders with only a secondary 
and subordinated interest being assigned to the rights and equities 
of the American people who have $1.7 billion tied up in the operation. 
This is a perversion of democracy. Surely, Congress should not 
create in a governmental agency an interest adverse to the interest 
of the people as a whole. 

Lodging the borrowing power of Congress in a Federal Govern- 
ment Corporation violates sound governmental principles. 

It is not sound or good government to divide up the borrowing func- 
tion of the Congress and scatter it among various agencies. The 
management of debt incurred by operations of the National Govern- 
ment has become a tremendous factor in our economy. Certainly, 
management of public debt should not lightly be entrusted to various 
agencies whose primary responsibilities are far removed from matters 
of fiscal policy of the Federal Government. Our debt management 
should be consolidated in one department manned by persons specially 
chosen for their education and experience in the field of public finance. 
A portion of this function should not be parceled out, for instance, to 
men who have been chosen to manage a natural resources operation, 
no matter how competent these men may be in their own field. Thus, 
the proposal contained in these bills is bad in itself, but it is worse 
because it sets a precedent for the granting to other agencies of por- 
tions of the borrowing function which could lead to confusion com- 
pounded in the field of debt management. 

Perhaps we should pause to take note of the nature of the borrowing 
power which we are discussing. What is the source of this borrowing 
power? It is to be found in section 8 of article I of the Constitution, 
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which provides that “The Congress shall have power * * * To borrow 
money on the credit of the United States.” [Emphasis supplied. ] 
Interestingly enough, the bills before you provide that “Bonds issued 
by the Corporation hereunder shall not be obligations of, nor shall 
payment of the principal thereof or interest thereon be guaranteed by, 
the United States.” It is evident that the borrowing that would be 
authorized by these bills is not borrowing on the credit of the United 
States. It is not even borrowing on the general credit of the Ten- 
nessee Valley Authority Corporation, since the principal and interest 
on the bonds shall be payable solely from the corporation’s net power 
proceeds. How may the Congress authorize a Federal Government 
corporation to do something which the Congress may not do itself? 
At the least, this is an undesirable step that is at variance with the 
expressed desire of the people to lodge the borrowing power in the 
Congress and at variance with the desirability of unified management 
of the public debt. 

_ We can see no good in permitting this agency to act as its own 
Treasury Department. If there are to be TVA revenue bonds, and 
we earnestly hope there will not be, the Treasury Department should 
issue them, and the Treasury Department should receive the proceed 
which could be held in a special fund from which the Congress oval 
make appropriations for future agency activities. However, it would 
seem paradoxical if the Government could raise money more cheaply 
by selling bonds on the limited and uncertain security of the net power 
revenues of the Tennessee Valley Authority Corporation than by sell- 
ing bonds secured by the general credit of the Federal Government 
of the United States of America. 

One cannot escape the conclusion that the grand design of these pro- 
posals is an elaborate circumvention and bypass of the Appropriations 
Committees of Congress regardless of the economic cost and regardless 
of the cost of abandonment of procedures that are a part of the Ameri- 
can tradition. Because this proposal represents such a drastic de- 
parture from the exercise of the borrowing power as traditionally 
exercised, it might have been broached in a more appropriate fashion 
as a proposed amendment to the Constitution empowering the Tennes- 
see Valley Authority Corporation to borrow money on the security of 
its net power proceeds rather than as a proposed piece of legislation. 
The importance of this proposal as a precedent is obvious because 
self-financing for one BOWE agency could lead to self-financing for 
all power agencies, and perhaps nonpower agencies as well. en 
exceptions are given to one agency, the pressures inevitably accumulate 
to grant the same favored treatment to others. Thus, we have seen an 
increasing tendency of Government agencies to seek even more auton- 
omy as they grow. Asthis occurs, Congress surrenders more and more 
law-making power, a trend which violates sound governmental prin- 
ciples. Therefore, we believe that the Congress should reject this 
proposal to divide up the borrowing power and lodge a portion of it 
in an independent corporation. 

We would now like to discuss the lack of necessity for such a drastic 
departure from established methods. 

Where is no necessity that would justify empowering the Tennessee 
Valley Authority Corporation to issue securities. 

In such instances as the Board of Directors of Tennessee Valley 

Authority Corporation may find it necessary to build a new electric- 
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generating facility or to make substantial additions to existing electric- 
generating facilities, it is ieee partir for them to initiate appro- 
priate action that will call this need to the attention of the legislative 
and executive branches of the Federal Government. The Appropria- 
tions Committees of the respective Houses of Congress are perfectly 
capable of considering such requests and apprpr ote such amounts 
as will be necessary to complete the proposed project. Advance plan- 
ning can avoid the creation of situations demanding hasty action. 
There is no present emergency arising from a lack of electrical energy 
in the TVA service area. In fact, the present situation is such that 
the lessened needs of the Atomic Energy Commission will result in the 
possession of excess capacity by the Corporation. Therefore, there is 
no compelling economic necessity to abandon traditional procedures 
and invest the Corporation with the power to borrow money and issue 
securities. 

A runaway expansion program on the part of the Tennessee Valley 
Authority Corporation would be extremely discouraging to the invest- 
ment of private capital in electric generating facilities. 

If the Tennessee Valley Authority Corporation is given the power 
to issue its own bonds, the pressures and tendencies for it to expand 
and enlarge the nature and extent of its operations will be exceedingly 
great. Private investment in electric generating facilities may tend 
to shrink farther and farther away from the present TVA service area 
because of the fear that the Tennessee Valley Authority Corporation 
will move into new areas and create duplicating and overlapping com- 
petition not subjected to the cost requirements entailed in private in- 
vestment. We understand that, as written, the bills could actuall 
encourage expansion of the Corporation’s operations into another esti- 
mated minimum 25,000 square miles, an increase in geographical ter- 
ritory of 31 percent. In addition, there is no limitation on the geo- 

aphical area that could be served by existing plants or new plants 

uilt with appropriated funds. The way would be clear to serve all 
present areas with security-financed plants and gradually divert the 
other plants to more remote consumers. The general psychological 
effect of Congress’ enlarging the powers of a Federal Government cor- 
poration exercising business functions could be extremely disquieting 
to investors throughout the electric utility industry and investors in 
other basic industries such as coal. If this development signals a trend 
toward the creation and expansion of the powers and functions of 
Federal Government corporations exercising business functions, there 
are many implications for the future of our private enterprise system. 
This would also occur at a time when our economic system is vying 
with the Russian system of state ownership and operation of produc- 
tive facilities. This is a poor time to expand national ownership and 
operation of productive facilities in our own country by any device. 
Further, such a move is at variance with our declared national policy, 
contained in the Employment Act of 1946, to “foster and promote pri- 
vate competitive enterprise.” 

We certainly do not approve of the exercise of business functions 
by a Federal Government corporation, such as the Tennessee Valley 
Authority corporation has engaged in over recent years. The con- 
struction, expansion, and operation of steamplants to generate elec- 
tricity is a function which private business enterprises have been 
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carrying on successfully for many decades. These private business 
enterprises have made available a vastly increased supply of electrical 
energy at lowered unit prices under a system of regu ation designed 
to insure fairness to the consumers, the employees, and the investors. 
It is interesting to note that 3 pounds of coal were required to pro- 
duce a kilowatt-hour of electricity in 1920, but efficiency of equip- 
ment has been increased so that on the average it now requires less 
than 1 pound. Some modern plants require only 0.6 of a pound. 
The competitive pressures and economic incentives of our private 
enterprise system brought about this achievement. 

There can be no justification for a Federal Government corpora- 
tion to engage in this business, especially on the large scale of the 
TVA operation. This has become quite a different thing from the 
incidental disposal of surplus electrical energy from navigation and 
flood control projects, which the Supreme Court of the United States 
held to be within the power of the Congress. By virtue of this 
greatly expanded activity, our private economy has become increas- 
ingly susceptible to the powers of such an independent corporation. 
The Tennessee Valley corporation has become the largest single pur- 
chaser of coal in the United States. It purchases have mounted to 
over 20 million tons of coal per year. This tremendous purchasing 
power is exercised without adequate review by any agency of the 
executive department or by any agency of the Congress. It is highly 
questionable whether such a tremendous amount of purchasing power 
in a peactime economy should be vested in a nonmilitary autonomous 
arm of Government. Today, steamplants generate 75 percent of the 
electricity produced by the Tennessee Valley Authority corporation. 
This is a vivid illustration of the extent to which such a powerful 
instrumentality may dominate the economy of an entire region. 
This domination may grow even larger and creep into other fields 
of private enterprise unless the Congress exercises eternal vigilance 
“Ais fulfills the responsibilities vested in it by the Constitution of 
the United States. These responsibilities will not be fulfilled if the 
Tennessee Valley Authority corporation is permitted to bypass the 
Public Works Committees and the Appropriations Committees of 
Congress by issuing its own bonds and formulating its own program 
independent of the elected representatives of the people. 

Oddly enough, the bills do give some left-handed recognition to the 
obligation geiaaial to govern. They provide that the Corporation 
may use bond proceeds and power revenues to initiate the construction 
of additional power-producing projects if the Corporation notifies the 
President and the Congress of its olen to construct an additional proj- 
ect and the Congress does not pass a concurrent resolution disapprov- 
ing such construction within the next 90 days of the session. If there 
is a legislative responsibility here, why should Congress tie its own 
hands in the exercise of that responsibility? Under this proposal, Con- 
gress will be presented with an all-or-nothing-at-all proposition. It 
either must buy the whole project down to the last detail and kilowatt 
or disapprove the entire project. The Congress will not even be per- 
mitted an item veto. Naturally, the consequences flowing from disap- 
proval of some large project. will be used as arguments to help defeat 
a concurrent resolution, no matter how many undesirable features may 
be wrapped up in the proposal. It would even be possible for the 
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Corporation to build a project which had been voted against by one 
House of the Congress. This is a case of turning the Constitution 
inside out. It has been said that under our form of government, the 
President proposes and the Congress disposes, This provision would 
alter the form of government by having the Corporation propose and 
the Congress dispose to the limited extent permitted to it. The purely 
negative nature of this procedure would certainly fall far short of the 
exercise of legislative responsibility which the people have the right 
to expect from the Congress. 

Creation of such a procedure would undoubtedly have a deterrent 
effect on the investment of private capital in electric-generating facili- 
ties, since people would become convinced that the Congress was onl 
half interested in supervising the operations of the Corporation. If 
the power to tax is the power to destroy, the power to tax and then 
compete is the power to destroy selectively. 

The bills lack minimum safeguards necessary to insure effective con- 
gressional control and effective territorial limitation. 

The bills before the committee lack even minimum safeguards to 
prevent a runaway expansion operation by the Tennessee Valley Au- 
thority Corporation. Certainly, if Congress were trying to insure that 
this corporation remain accountable for its actions to the elected repre- 
sentatives of the people, it would include provisions that the sale of 
securities by the Corporation and the spending of proceeds from such 
sales or from sales of power should be limited to amounts and purposes 
specifically approved by the Congress after its consideration of the 

orporation’s annual budget program transmitted by the President. 
e proposed provisions in what would become section 15d (a) 

and (b) of the act, stating that bond sales and expenditure of bond 
proceeds “shall not be subject to the requirements or limitations of 
any other law” and that “such proceeds and bonds shall not be in- 
cluded in computations of receipts, expenditures, surpluses, or deficits 
in the budget prepared annually pursuant to section 201 of the act of 
June 10, 1921, as amended” are extremely objectionable. These pro- 
visions constitute, without specific reference, an exemption from the 
Government Corporation Control Act which was adopted to insure 
close supervision by the Congress of Government corporations in 
which the people have a large financial stake. This act requires all 
wholly owned Government corporations to prepare a budget and sub- 
mit it to the Bureau of the Budget. This means that no prior con- 
gressional authorization or appropriation would be required. In ad- 
dition, the corporation would not even be required to supply informa- 
tion to the Bureau of the Budget that would enable the Bureau to 
include future spending plans in the President’s budget. This provi- 
sion is coupled with the provision, already referred to, limiting the 
Congress to a veto of the corporation’s ace nyt rojects. This veto 
ae a is a surrender of the traditional right of Corlgkess to approve 
ederal agency action by specific authorization and direct annual 
appropriation. The legislative power should not be whittled away 
to a mere negative restraint. There can be no substitute for the legiti- 
mate requirement that the corporation’s future expansion of its ca- 
pacity be scrutinized by the Congress and be specifically approved as 
to amount and purpose following consideration of the corporation’s 
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budget program. This would seem to be the least the people of the 
United Sta bes have the right to expect from their governing body. 

Likewise, if there is no real intention to enlarge the present power- 
service area of the corporation, as it is contended, this disclaimer 
should be spelled out specifically. The third sentence of what would 
be section ore of the act, which purports to express a territorial 
limitation, actually contains several loopholes. The fact that it in- 
cludes counties which presently lie only partly in the corporation’s 
power-service area or only partly in the Tennessee River drainage basin 
means an addition of 25,000 square miles, an area greater than that 
covered by the States of Massachusetts, Connecticut, Rhode Island, 
New Jersey, and Delaware combined. ; 

Even this enlarged limitation applies only to “power facilities built 
or acquired with the proceeds of such bonds or power revenues.” 
Thus, it does not apply to existing facilities which could be diverted 
to serve a much vaster area. 

The third loophole arises from an exception to this ineffective lim- 
itation stating “except, when economically feasible, to serve the United 
States or agencies thereof or to interconnect with other utility systems 
for exchange power arrangements, or to interconnect Tennessee Val- 
ley Authority generating plants, or to serve existing rural electric 
cooperatives (as same now exist as to area and as of July 1, 1959) 
now being served in part by the Tennessee Valley Authority * * *.” 
This would authorize the corporation to extend its powerlines across 
areas now served by others, to connect more distant Federal power 
systems or to serve Federal installations. The argument could then 
be made that the corporation should serve non-Federal customers 
from these lines. This could also lead to destroying existing private 
business enterprises throughout a large area. Rural electric coopera- 
tives could also transmit TVA power into larger areas than presently 
being served by power generated by the corporation. 

The fourth loophole is contained in a further proviso that distribu- 
tors may serve— 
such additional areas (not more than 5 miles from such boundaries) as may 
be necessary to care for the growth of communities within said counties, pro- 
vided said communities are receiving Tennessee Valley Authority power on 
July 1, 1959. 

Thus, we are confronted by a partial purported territorial limitation 
that only applies to some facilities; that actually authorizes expan- 
sion; and that contains an exception and a proviso even to this loose 
provision. Surely, it would be simple enough to write a declaration 
of the intent of Congress that the power-service area of the corporation 
should not be extended and that the corporation should not make any 
new or additional contracts to supply power to any purchasers for 
use outside such area except pursuant to authority granted by act of 
Congress. The absence of such a clear-cut provision creates a justi- 
fiable alarm that this proposal will lead to a runaway-expansion 
operation on the part of the Tennessee Valley Authority corporation. 

6. The proposals constitute special privilege legislation: The pro- 
ponents of these bills ask that the Tennessee Valley Authority cor- 


poration be given not only the privilege of raising money by flotation 
of its bonds in the shar: money market but also added privileges in 
or example, it is proposed that the corporation be 


spending money. 
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given 2 number of exceptions to existing laws—some of them being 
special privilege exemptions that would apply to this agency alone. 
These provisions would exempt the corporation from all effective 
congressional appropriation and financial controls and from all Gov- 
ernment debt-financing controls. 

These special privileges would include— 

1. Being provided a nongovernmental source of money. 

2. Issuing securities and spending the proceeds “not * * * 
subject to the requirements or limitations of any other law.” 

3. Not having such securities and expenditures of the proceeds 
included in the computations of receipts, expenditures, surpluses, 
or deficits in the President’s budget. 

4. Having up to $750 million of agency debt not included in the 
national public debt which is subject to statutory limitation. 

5. Undertaking construction programs without prior exercise 
of the historic congressional lawmaking power. 

The Comptroller General and other authorities on political science 
have expressed the opinion that Congress can most effectively control 
capital expenditures through appropriations. The Comptroller Gen- 
eral has also recommended that, if the Congress wishes to permit the 
corporation to use power revenues, or funds obtained from nongovern- 
mental sources, to construct or acquire new steam-powered electric- 
generating units, the corporation should be required to obtain specific 
and prior authorization from the Congress for such facilities. 

The net effect of the proposals contained in these bills is to set the 
Tennessee Valley Authority corporation free from Congress and its 
controls and safeguards. Our governmental framework is based on a 
system of checks and balances which the architects of the Constitution 
deemed necessary to prevent irresponsible government. It would be 
a violation of this fundamental principle if this Government corpora- 
tion were set free of effective supervision by the Jegislative and execu- 
tive branches of the Federal Government. The long range results 
could be extremely harmful to our private competitive enterprise eco- 
nomic system and detrimental to the full development of the energy 
resources of the Nation. 

Therefore, we respectfully urge the committee not to report an 
of these bills. On behalf of the association and its members, I wiak 
to express our great thanks to the committee for this opportunity to 
our views. 

fr. Scowencet. Mr. Chairman, I would like to ask the witness a 
question. At the beginning of your statement you raised the question 
as to the effect of the proposed amendment to the Government Cor- 
porations Appropriation a This suggests, I believe, or leads me to 
suggest this question. Should this bill not be referred for considera- 
tion to the Appropriations Committee of the Congress, or do you 
have any feelings on this? 

Mr. Pasex. I believe, if I got your question, in this bill there are 
contained considerations for an amendment to an ry ig een act 
which, as a layman, I understand are the duties of the Appropria- 
tions Committee. And also, as to the proper method of financing, 
thought that that was a function of the Ways and Means Committee. 
I admit I am a layman in this field but those are two questions which 
have occurred to me as I studied the first part of this testimony, or 
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the first part of the bill in order to prepare myself for giving this 
testimony. 

Mr. Scuwencev. Thank you. 

Mr. Davis. Next we have Mr. Everett T. Winter. We did not have 

ou on the list. Mr. Winter, I think I am in a position of havin 
Seown you for so long that I can ask you to file your statement, i 
you do not mind. 


STATEMENT OF EVERETT T. WINTER, EXECUTIVE VICE PRESI- 
DENT OF THE MISSISSIPPI VALLEY ASSOCIATION 


Mr. Winter. I will file it but I would like to make one brief state- 
ment if I may. In the ae Valley Association we are not op- 
posed to the stated purpose of this act. We have carefully studied it 
and analyzed it and we have a special committee studying it, and with 
the area limitation and congressional control we could live with it 
very happily, and we wish it every success. 

Mr. Davis. Thank you. 

Mr. Mack. What does the Mississippi Valley Association do? 

Mr. Winer. The Mississippi Valley Association is a group of all 
industries. 

Mr. Mack. Does your statement include what your organization is? 

Mr. Wivvrr. Very briefly. We are a 40-year-old organization dedi- 
cated to the conservation and proper use of the water resources of the 
midcontinent area of the United States. 

Mr. Mack. Thank you. 

Mr. Davis. Without objection your statement will be made a part of 
the record at this point, and we thank you very much, Mr. Winter. 

(The prepared statement of Mr. Winter is as follows :) 

My name is Everett T. Winter and I am executive vice president of the 
Mississippi Valley Association. 

We are most grateful to the Congress, and especially to the Public Works 
and Appropriations Committees of the Senate and the House, for the hearings 
that they have granted us and for the actions they have taken to put the water 
resources of this Nation under control and to work for the people as a whole. 
Certainly, we repeat our thanks for the privilege of being heard at this time, 
and we appreciate your consideration of our policy. 

Your record, particularly in the last decade, deserves the praise of every 
American citizen. In this last decade, you have done as much—dollarwise— 
to bring about the full use of our water resources as was accomplished by the 


‘ Federal Government in the previous 118 years. We do not believe that our 


Government ever made a better investment. 

Twenty-five years ago the problem of flood control, the development of naviga- 
tion and generation of hydroelectric power on the Tennessee River was ap- 
proached in a different manner than in any other valley in America either be- 
fore or since that time. A valley authority under the direction of three directors 
appointed by the President for 9-year staggered terms was created. These direc- 
tors were given almost unlimited power to develop the valley as they saw fit, 
except that Congress kept firm control of the purse strings and, hence, the major 
activities and geographical spread of TVA. TVA went into many businesses 
and even extended financial aid to the educational system of the State. 

We subscribe to the philosophy expressed by Gen. Herbert Vogel, Chairman 
of the Board of TVA, which he expressed in an address at Carlyle, Ill., on 
September 4, 1958. General Vogel stated: “Let us review the combination of 
factors which brought TVA into being,” he said, “an idle, uncontrolled river, a 
depressed economy, depleted soil, little or no industry, and a great need to remedy 
these ills in a hurry. 
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“Similar conditions are found today in a few, if any, river valleys in the 
United States, and that is why it is unlikely a new valley authority will be 
created anywhere in this country.” 

In a letter addressed to me, dated March 14, 1958, from General Vogel, he 
says: 

“The act which created TVA sought to effect integrated development of an 
entire valley in which very little work had been done and which possessed 
enormous potentials. Similar results might have been obtained by the co- 
ordinated efforts of existing agencies, but the process would have been slower 
and time was at a premium. I know of no other valleys in this Nation today 
where circumstances exist as they did in the Tennessee Valley when TVA was 
established. Everywhere some development is in progress, and the efforts to be 
expended are generally within the scope of one or two existing agencies which 
are already at work. We support the principle that the resources of every 
valley should be developed to the fullest through some integrated process, but 
we would not attempt to prescribe any ironclad methods. These must be 
determined by existing conditions.” 

The Mississippi Valley Association held its 40th annual meeting in St. Louis, 
February 1, 2, and 3. There were 1,335 registered delegates present from 32 
States and the District of Columbia. No one industry nor any one geographical 
area dominates the policymaking of the association. Seventy-nine organiza- 
tions of a local and regional nature interested in some phases or phases of the 
management of water resources in America belong to the Mississippi Valley 
Association. 

Our water resources committee, then on the following day our committee 
on resolutions, and finally our entire convention, without a dissenting vote in 
any of these bodies, passed two resolutions that have a direct bearing on the 
legislation now before your committee. The resolutions are practically the 
same as those passed the preceding year. I will read them as follows: 

“We oppose the creation of additional Federal regional valley authorities 


or administrations for the contro) and operation of our Nation’s river basins. 
“Such entities become superstates, transcend State and local government, 
and are not subject to sufficient control by Congress or regulating and auditing 
branches of the Government. 
“It is our sincere conviction that all legitimate objectives of land and water 
eonservation can be achieved under the coordinated direction of existing agen- 
cies without the state socialism inherent in any regional authority, no matter 


ow disguised. 


“Wwe urge Congress to enact legislation providing for river basin control aud 


Operation by existing agencies in cooperation with the States involved.” 

These same committees and this same convention, again without a dissenting 
yote, adopted the following language in the platform. 

“We reaffirm our position that congressional control and territorial limita- 
tions are necessary for the Tennessee Valley Authority, in order to prevent un- 
due encroachment on private enterprise. 

“We oppose any TVA legislation which does not provide for bona fide con- 
gressional control, effective territorial limitation to its present power service 
area, and recognition of the need to service TVA’s debt to the Federal Govern- 
ment without subordinating it to subsequent financing.” 

Never in the long history of the Mississippi Valley Association have we advo- 
cated the abolition of the Tennessee Valley Authority. We do not now. 

We do, however, agree with the Memphis Chamber of Commerce and with 
the Chattanooga Chamber of Commerce (both in the TVA area) that there 
should be effective territorial limitation written in the bill before this com- 
mittee. 

We also believe that effective congressional control should be spelled out. 

Historically, power was a minor reason for the establishment of TVA, and 
once it depended entirely on hydro energy for its power supply. The record 
shows that now over 70 percent of its power comes from steam plants. 

Many of our people would prefer to stop all river basin development if they 
thought that such development would lead to a similar situation in the valleys 
where they live. 

We recall that TVA at one time wanted to build a steam plant at Fulton, 40 
to 45 miles north of Memphis. Fulton is merely a location on the banks of the 
Mississippi River, approximately 100 miles from the Tennessee and on the very 
edge of the TVA service area. Logically, we interpreted the move as a desire 
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on the part of TVA to spread and opposed the project. Because Congress 
held the purse strings, the steamplant at Fulton was not built. We agree that 
the authors of the several TVA financing bills have included provisions for 
congressional control and territorial limitation. However, in our opinion, 
the provisions as written are ineffective. We want the TVA like any other 
governmental agency to make its case each year before the congressional com- 
mittees and not be allowed to proced without the specific approval of Congress. 
The language for territorial limitation as now written in the bill is in effect 
an invitation for TVA to expand considerably. We suggest the following lan- 
guage as an effective means to secure that which the bill as written purports 
to provide (line references apply to H.R. 3460) : 

On page 2, beginning after the period in line 13, strike out all through line 
11 opposite page 3 and insert in lieu thereof the following: “Unless otherwise 
specifically authorized by Act of Congress, the existing, subsequently built, 
or acquired power facilities of the Corporation shall not be used, directly or 


indirectly, for the sale or delivery of power for the use outside the service area 
of the Corporation as existing on July 1, 1959, nor shall the Corporation make 
any new or additional contracts to supply power to any purchasers for use 
outside such service area except (a) to permit a distributor to resell such 
power for uses within such additional area (not more than five miles from 


such service area) as may be necessary to care for the growth of communities 
receiving Tennessee Valley Authority power on July 1, 1959, and (b) when 
necessary to the economic and efficient operation of the Corporation, for ex- 
change power arrangements with adjacent electric utility systems having gen- 
erating capacity sufficient to supply substantially all of their respective power 


requirements.” 
On page 4, beginning after the period on line 21, strike out all through line 


12 on page 5 and insert in lieu thereof the following: “No such bonds shall 
be issued or sold, nor shall the proceeds thereof or any net power proceeds be 
used, except as may be necessary for such of the foregoing purposes as may be 


approved by the Congress in connection with its consideration of the Corpora- 
tion’s budget programs transmitted by the President pursuant to the provisions 


of the Government Corporation Control Act, as amended (31 U.S.C. 841-871).” 


If the present Congress will adopt the foregoing amendments to the proposed 


legislation (ELR, 3460) 


1. We can wholeheartedly support the measure. 
2. TVA will be able to expand within its present power service area to fully 


service the area’s future energy demands. 
3. Qur people in adjacent river valleys who believe in developing their water 


resources in cooperation with existing agencies of government and the good 
people of the Tennessee Valley will be better neighbors than ever before. 

Mr. Davis. The concluding witness is Mr. R. M. Watt, chairman of 
the board of Kentucky Utilities Co., Lexington, Ky. 

Mr. Burke. Mr. Chairman, Mr. Watt has been here most of the day. 
He is a very distinguished resident of my State and a great humani- 
tarian, and as proof of that I want to read you a note he gave me 
saying his points have been well covered and he would like to yield his 
time to the next witness. 

Mr. Davis. Well, I wanted to ask him a question. I am terribly 
sorry Mr. Watt left because Mr. Stubblefield gave me a memorandum 
and with unanimous consent I would like to read what Mr. Stubble- 
field says. He is talking about Paducah, Ky., Mr. Mack. This is a 
very good statement. 

He says, Paducah is situated at the mouth of the Tennessee River 
and between two of TVA’s largest power installations—Kentucky 
Dam and the Shawnee steamplant—both of which are within a score 
of miles of the city. 

This has to do with the little 25,000 square miles so-called expansion. 
_ Paducah has been working for 20 years to acquire its own generat- 
ing system and obtain TVA power. In 1940, when Paducah was 
negotiating with TVA, but before the completion of Kentucky Dam 
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or any other TVA power source near Paducah, Kentucky Utilities 
Co. suggested that the city grant a new franchise to It. The old 
franchise had several years to run but the company said it would have 
difficulty issuing new bonds on a favorable basis without more fran- 
chise security. It offered to include in the franchise a provision that 
the city would buy the distribution system within Paducah whenever 
it wished todo so. Accordingly in 1940 the city granted a new fran- 
chise which contained the purchase option agreed to by the company, 
The franchise provides that the city shall pay for the property in the 
basis of reproduction cost plus not to exceed one-third for severance 
damages, and provides that the price shall be fixed by arbitration. 

After various preliminary negotiations the city formally attempted 
in 1945 to exercise the option in the franchise. Much to the city’s sur- 
prise the company resisted vigorously and interposed every possible 
legal objection and technicality. The franchise proved to be vague 
and difficult of enforcement. 

In addition, the company contended that it had been superseded by 
1942 legislation of statewide applicability. The litigation with the 
company continued for 8 years and involved five trips to the highest 
court of Kentucky, the court of appeals. The court held in 1948, on 
one of the first appeals, that the franchise option was valid. If there 
ever was a time when the company’s disavowal of its solemn contract 
obligations could be conscientiously defended, it ended when the court 
held that the franchise was valid and binding. 

Nevertheless, the company continued to interpose every possible 
legal obstruction, and after 8 years of litigation the city was unable to 
force the company to sell under the arbitration procedure setup in 
the franchise. In 1953, Paducah, exhausted by litigation, gave up. 
Recently, however, the City Commission of Paducah has initiated new 
proceedings under the franchise to acquire the company’s distribution 
facilities in Paducah. 

You see, that is right there between the Shawnee steamplant and 
this other steamplant, and if you draw a rigid wall there they could 
not evenserve it. That is what bothered me. 

Our colleague from Kentucky, Frank Stubblefield, just handed me a 
telegram which states as follows: 

Hon. FRANK A. STUBBLEFIELD, 
New House Office Building, Washington, D.C.: 


Proposal by private power companies to amend pending TVA self-financing 
bill as to deny TVA service to any municipality not receiving such service in 
1957 would foreclose 20-year effort of city of Paducah to get TVA power. We 
have been to the highest court in Kentucky five times in the last 8 years in an 
effort to win this right. We hope our city does not have to forfeit the money 
and time we have put into this effort. It would be most unfortunate to deny 
the city of Paducah, which is within 20 miles of the largest TVA dam and is 
on the banks of the Tennessee River, the right to acquire TVA power. The 
city officials of Pudacah are now actively engaged in purchasing Kentucky 
Utilities properties and obtaining TVA power due to the insistence and interest 
of the large majority of our citizens. 

George G, Jacobs, Mayor; R. E. Fairhurst, Commissioner: Haley 
Hook, Commissioner; A. B. Fendley, Commissioner; C. Winston 
Gholson, Commissioner; Lloyd C. Emery, City Manager; Robert 
L. Nolan, Chairman, Electric Plant Board; Thomas B. Whitte- 
more, Member, Electric Plant Board; Leon Sealres, Member, 
ones Plant Board; Ernest Mitchell, Member, Blectric Plant 

oard. 
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Mr. Mack. Mr. Chairman, is Paducah outside the area now served 
by TVA? Ifso how far is it outside? 

Mr. Davis. It would be 20 miles outside, would it not Mr. Kamp- 
meier? Mr. Stubblefield? 

Mr. Srvesirrietp. Approximately 20 miles from Kentucky Dam, 
which is the largest dam. 

Mr. Mack. On this colored map how far away is it from that area? 
The dam is right at the border of the map. 

Mr. Srusesirrrecp. Here is Paducah. 

Mr. Mack. It is not 20 miles from that blue area. 

Mr. Stuss.eFieE.p. It is in the blue area. 

Mr. Mack. Then it is in the area now served by TVA, is it not? 

Mr. Srunevertietp. It is in the watershed. 

Mr. Davis. Mr. Kampmeier, can you clear it up ? 

Mr. Kampmeier. I believe what is being said here is exactly right. 
The pink area and the pink line which you may not be able to see 
from where you are sitting, across the blue area, is the limit of the area 
being served with TVA power. And Paducah is roughly 20 miles 
from the origin of that area being served. 

Mr, Davis. Then it would be excluded. 

Mr. Mack. It would be included under this bill. 

Mr. Kampmerer. It would be included in the terms of the bill 
before the committee. It would be excluded, of course, under the 
terms of an amendment such as Mr. Vinson proposed. 

Mr. Mack. I have seen one amendment being proposed that they 
extend the area 5 miles beyond the present area. It would be excluded 
under that amendment. 

Mr. Kampmeter. That would not include Paducah. It would ex- 
clude it. 

Mr. Mack. What about 20 miles? 

Mr. Kamemerer. Twenty miles would include it, I would think. It 
is approximately 20 miles. 

r. ScuHwencet. Mr. Chairman, the 5-mile amendment means more 
than 5 miles. As I understand it, if 5 miles takes it into another 
county the whole county is covered, 

Mr. Mack. It is under the bill if it goes beyond 5 miles. 

Mr. Davis. It is not more than 5 miles that can be served in a part 
of a county. It can go no more than 5 miles. Mr. Schwengel pre- 
pared some information that will not be ready until tomorrow, and 
you want it included in the record tomorrow. (See pp. 30, 32, 34, and 
©) At this point we will include Mr. Watt’s prepared testimony. 

Without objection the prepared testimony of Mr. Watt is as 
follows :) 


STATEMENT or R. M. Watt or LexinetTon, Ky., CHAIRMAN OF THE BOARD OF 
Kentucky UTILities Co. 


Mr. Chairman and members of the committee, my name is R. M. Watt, and 
I live in Lexington, Ky. I have been in the public utility business all of my 
adult life and with the Kentucky Utilities Co. since 1914. I served as president 
of this company 22 years from 1935 to 1957 and have been chairman of the 
board since July 22, 1957. 

I appreciate the opportunity of presenting a statement to this committee, giving 
my opinion as to the effect H.R. 3460 will have on the properties and operation 
of Kentucky Utilities Co. and its subsidiary, Old Dominion Power Co. 
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The operating system of the Kentucky Utilities Co. is adjacent to and north 
of the operating system of the TVA. For the past 15 years the arrangement 
for interchange of power has been mutually beneficial. We have neighbored 
well. Previous to that time there were efforts toward extensive expansion 
into territory which joined the Tennessee River drainage area. H.R. 3460 pro- 
vides financial ways and means to do just that, and thereby sponsors it. My 
purpose, therefore, in appearing before this committee is in an effort to point up 
the danger to our system if Congress adopted H.R. 3460 without providing for 
adequate TVA service area limitation. 

H.R. 3460 would further expand the service area of TVA to include many square 
miles of territory now being served by the company and its subsidiary. It is 
our respectful request that you give careful consideration to the following 
information : 

1. Two maps are attached as a part of this information. They are: (a) A 
map showing the territory served by the company in Kentucky, Virginia, and 
Tennessee; (b) a map showing the expansion of TVA service area under H.R. 


60. 

2. The total area in Kentucky, Virginia, and Tennessee served by Kentucky 
Utilities Co. and subsidiary, is approximately 11,000 square miles. 

3. Investment in total utility plant at December 31, 1958, was $195,196,000, 

4. The population in the area served in Kentucky, Virginia, and Tennessee 
is approximately 600,000. 

5. At the end of 1958 the companies had 1,411 full-time employees; approxi- 
mately 50 percent having service records of 10 or more years. 

6. The consolidated gross revenue in 1958 was $42,877,000. 

7. Over $10,600,000 is required to pay local, State, and Federal taxes for the 
year 1958. 

The following facts demonstrate the effect H.R. 3466 could have by permitting 
further expansion of the TVA service into the area (shown in red) on the 
company’s map of territory served, attached: 

1. The expanded area covered by this bill includes three counties in the 
western part of Kentucky, shown on the map in red, in which the company 
adequately serves the customers as well as the rural cooperatives. There are 
some 900 square miles of territory and 19,000 customers in this area. The 
territory shown In red at the righthand side of the map covers three counties 
in western Virginia in which the subsidiary, Old Dominion Power Co., renders 
service, and one county in Tennessee in which the company renders service, 
all of which counties lie in the Tennessee River drainage basin. The provision 
of the bill would permit expansion of TVA service in those counties, thus 
affecting an area of some 1,300 square miles in which 16,000 customers are 
served by the company and its subsidiary. The two areas shown in red cover 
a total, therefore, of 2,200 square miles in which an aggregate of 35,000 cus- 
tomers are served by the company and its subsidiary. 

2. The revenue derived by the company in 1958 for electric service was 
approximately $5,600,000 in the area. 

3. The company’s gross investment in utility plant account in the area is 
approximately $11,900,000. 

4. The company has a gross investment of approximately $13,100,000 in gen- 
erating and transmission facilities required to serve the 52,000 kilowatt of load 
in the territory lying wholly or in part in the Tennessee River drainage basin, 
shown in red. 

5. Out of the revenue of $5,600,000 there could be lost to the local, State, and 
Federal Governments $1,200,000 in taxes, of which $800,000 represent Federal 
income taxes. 

6. Of the 1,411 full-time employees approximately 150 work in the area shown 
in red. Should this area be lost it would not be feasible to continue employment 
to all of these people, and somewhere between 120 and 150 would have to be 
released by the Kentucky Utilities Co. and subsidiary. (Of course, some may 
be employed by public power systems. ) 

Many of these employees have spent the best part of their lives with our 
companies, and have reached ages at which it would be difficult to secure other 
employment. A great deal of time and money have been invested in these 
employees, and their years of service and experience would be lost to the compan 
forever. They would suffer not only from severance of their present jo 
but would lose the accumulation of the many company-sponsored benefits, such 
as pensions, insurance, sick leave, and the major medical plan. The possibility 
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of such consequences to these employees and the overall demoralizing effect on 
those who would continue to work for the company is of much concern to all. 

7. The loss of 35,000 customers would result in an increased annual cost to 
other customers of the company of approximately $475,000, due to the company’s 
inability to reduce certain expenses in proportion to the corresponding loss in 
revenue. 

8. Other damages would be the lowering of the use factor of transmission line 
facilities extending into Virginia and west Kentucky, and the loss of fixed 
charges on investment in 52,000 kilowatts of powerplant and transmission line 
facilities. The 52,000 kilowatts of load now in this area would be lost forever. 

9. Seven thousand two hundred Kentuckians own over 1 million shares of 
Kentucky Utilities Co. common stock which have a present market value of 
about $36 million. 

Three thousand five hundred Kentuckians own 110,000 shares of Kentucky 
Utilities Co. preferred stock, which have a present market value of about $11 
million. 

Eliminating the duplication in ownership of the two classes of stock, it is esti- 
mated that at least 10,000 Kentuckians own Kentucky Utilities Co. stock having 
a market value of $47 million. This does not include the ownership of bonds of 
the company by various banks, institutions and individuals in Kentucky; nor 
does it include the stocks and bonds owned by other institutions and individuals 
located in all parts of the United States. 

10. Investors, security analysts, and security rating agencies, when apprais- 
ing a security, take into consideration all factors affecting the extent of the 
risk involved. The close proximity of southern portions of Kentucky Utilities 
Co.’s service area to the service area of Tennessee Valley Authority has been 
an unfavorable factor hanging over the securities of Kentucky Utilities Co. for 
many years. 

The experience of Kentucky Utilities Co. has been that it has never been able 
to attain a high rating on its debt securities even though the growth factor 
within the territory, statistical, and financial formulas, management appraisals, 
and so forth are favorable. Representatives of rating agencies indicate that 
the possibility of invasion by Government-owned systems keeps our securities 
from higher rating. 

In the statistics that are presented herewith are comparisons that point up 
the pressure that Kentucky Utilities Co. is under. 

If H.R. 3460 becomes law in its present form, there is no doubt but that the 
securities of Kentucky Utilities Co. will be under still further pressure because 
of the increased threat of public power, and therefore the cost of money to 
carry on the operation of Kentucky Utilities Co. will be increased. 

Company employees spend much time and effort each year in combating the 
spread of Government ownership of power facilities in its service area. It’s 
simple arithmetic that, if you don’t have to pay all of the costs of doing business, 
you can sell your product cheaper than the person who does pay all costs. 

But it’s not simple to find the answer to the statement, “I don’t believe in Gov- 
ernment ownership in principle—but if the people of TVA service area get 
cheaper electric rates—then I want them, too.” 

As most everyone knows, if TVA boundaries are extended during this session of 
Congress, then next year and the next, these people who are just on the outside 
of the ever-increasing area will be here asking you to extend the boundary still 
further to take them into the area. A boundary line must be fixed at some time 
unless the TVA area is to eventually extend to cover unlimited areas in south- 
eastern United States and possibly elsewhere. 

There exists today not only threatened, but an actual, taking of properties 
of Kentucky Utilities Co. by expansion, and proposed expansion, of the TVA 
service area. 

At South Fulton, Tenn., (population 2,400), where Kentucky Utilities has 
reserved since 1917, a neighboring municipal electric system has been granted a 
franchise to build facilities and distribute TVA energy in the city, and that 
municipal electric system, unwilling to pay the company a writing, stating 
that it is advising “that we expect to begin construction immediately of our own 
distribution facilities in South Fulton.” The company will be forced to remove 
its poles and wires. This is an actual taking. Copies of some of the correspond- 
ence with Weakley County Municipal Electric System are being left with the 
committee. 

In three cities served by the company—Paducah (population 33,000), Glas- 
gow (population 7,000), and Princeton (population 5,400) steps have been taken 
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to acquire the company’s facilities solely on the basis that thereby TVA power 
will be made available to those communities. Each of those cities is now ac- 
tively going forward with its efforts to acquire its own distribution system. In 
no instance has the management of TVA, in response to inquiries made of it, 
stated that TVA power will not be made available. 

The possibility of unregulated encroachment of one electric utility upon the 
service area of another is unheard of in this country, except with respect to 
Government owned or subsidized, non-tax-paying systems, and TVA, the largest 
of all Government owned and financed electric systems, should not be permitted 
directly or indirectly to further encroach upon areas served by private utilities, 

(The documents attached to Mr. Watt’s statement are as follows:) 


Summary of information about Kentucky Utilities Co. and its subsidiary, Old 
Dominion Power Co., and the effect of H. R. 3460 on these companies 


Data with respect to— 

All of Ken- Percent of 

tucky Utility | The affected affected 

Co. and Old area only area to 

Dominion total 
Power Co. 

of da 11, 000 2, 200 20.0 
Customers 247, 500 35, 000 14.1 
(Outside serve inside red area) - 13, 100, 000 |......-.-... 
Gross revenue. - $42, 877, 000 $5, 600, 000 13.1 
Local State and Federal taxes... _..........--...-- $10, 600, 000 $1, 200, 000 11.3 
600, 000 85, 000 14.1 


Comparison of financial information of Kentucky Utilities Co. and subsidiary 
with 2 other nearby companies 


Kentuck Central Louisville 
Utilities Co. Illinois Gas & 
and Public Electric 
subsidiary Service 
Comictiestion ratios (Dec. 31, 1958): 
percent__ 48.3 52.7 45.0 
do... 38.7 34.5 42.4 
Common-stock statistics: 
1959 earnings per $2. 35 $2. 57 $2. 22 
Re ee $1. 52 $1. 76 $1. 30 
ind percent. 4. 22 4.19 3.08 
Book value per share_.------..--..-- vsdupdabaateadnwexain. $22. 24 $19. 49 $19. 88 


WEAKLEY County MUNICIPAL ELEcTRIC System, 
Martin, Tenn., February 25, 1959. 
Kentucky INc., 
Lexington, Ky. 
(Attention Mr. R. M. Watt, Chairman of the Board. ) 

Dear Str: On November 29, 1958, you were advised that the city of South 
Fulton, Tenn., had granted a franchise to the Weakley County Municipal Electric 
System to furnish electricity to such city and the inhabitants thereof. You 
were further advised that the Weakley County Municipal Electric System ex- 
pected to start construction of a distribution system in South Fulton within 20 
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days after November 29, 1958, unless satisfactory arrangements could be made 
to purchase physical properties of your company within such time. Subse- 
quently, telephone conversations were held between officials of your company 
and Mr. Crockett, our superintendent, and the deadline for beginning construction 
was postponed. Negotiations were begun on January 12, 1959, with respect to 
the purchase of your physical properties in South Fulton, which negotiations 
have continued until this date. On the basis of our appraisal of the value of 
your properties in South Fulton, we have concluded that the price you are asking 
is too high, much too high. We have heretofore, by telephone conversations, 
given Mr. Duncan, vice president in charge of your operations, the top amount 
which we are willing to pay for your properties. The difference cannot be fur- 
ther reconciled, and we assume from statements that Mr. Duncan made to our 
superintendent that there is no possibility of your company’s meeting our top 
offer. We regret that it was impossible to reach an agreement, but the fact is that 
we owe an obligation to the city of South Fulton and the inhabitants thereof 
under the terms of the franchise granted us, which was duly accepted. 

Since negotiations have broken down, and there is no chance of reaching an 
agreement, you are, accordingly, advised that we expect to begin construction 
immediately of your own distribution facilities in South Fulton. Please be as- 
sured that this letter is not written as a threat or ultimatum, but simply as a 
matter of courtesy, to the end that you may be fully advised of our intention to 
carry out our obligation to South Fulton. We would like to add that every 
possible safety measure and precaution will be takn by us in constructing our 
distribution system so as not to physically damage your facilities. 

On behalf of Mr. Crockett, Mr. Strawbridge, and the other members of our 
board of commissioners, let m express to you our dep appreciation for the 
many courtesies shown us by you and other officials of your company and 
express our regrets that this matter could not be concluded by negotiations. 

Very truly yours, 
M. M. Roserts, 
Chairman, Board of Commissioners. 


FEBRUARY 27, 1959. | 
Mr. M. M. Roperts, 


Chairman, Board of Commissioners, Weakley County Municipal Electric System, 
Martin, Tenn. 

Dear Mr. Roperts: Your letter of February 25 was received in due time and 
read with interest, but keen disappointment. I was hoping that our cordial and 
frank discussion of this subject matter would result in a practicable, feasible, 
and mutually satisfactory solution of this unusually rare situation. The diffi- 
culty seems to have arisen largely by a difference of opinion as to the observed 
condition of the existing property. Your engineers conclude that it is in 
56-percent condition—ours 77.53 percent. The difference is quite unusually large 
for appraisal engineers. 

My only comment, after 45 years of constructing and operating electric-utility 
systems, is that no system in 56-percent condition is competent to render con- 
tinuous satisfactory service as does the system in South Fulton. 

We shall be forced by the lack cf laws of your State protective to taxable 
property to make the best of a bad situation. 

Very truly yours, 
R. M. Warrt,, 
Chairman of the Board. 


Mr. Davis. We have a statement from our colleague, John H. Dent 
of the 21st District of Pennsylvania, in opposition, which will be made 
a part of the record at this point, without objection. 


STATEMENT OF HON. JOHN H. DENT, A MEMBER OF CONGRESS 
FROM THE STATE OF PENNSYLVANIA 


Mr. Dent. Mr. Chairman, it is not without a degree of temerity 

that I appear before this committee today. 
To start with, I want to make it crystal clear that I am not an 
VA. I recognize as well as anyone that it has con- 
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tributed something to the area which it serves. I would be the last 
to recommend that we dissect it or in any way prevent it from ac- 
complishing the purposes for which it was originally intended. 

But, Mr. Chairman, we have some things at stake in the district 
I have the honor to represent. It is a known fact that, maybe not 
TVA as such, but the local citizenry in the TV A-supplied area, have 
openly solicited and encouraged the relocation or the expansion of 
industry into the TV A-supplied area and one of the important incen- 
tives offered has been cheap electric power. 

Now, Mr. Chairman, I do not object to any area competing with 
my area for industrial location, provided all things are equal. But 
with TVA all things are not equal. TVA has been financed by the 
U.S. Government at no interest on money invested in it. Further- 
more, it pays no Federal taxes and only a fractional amount of the 
local and State taxes paid by the companies furnishing power to 
my area. 

That is a handicap—one hard to overcome—but when TVA tries to 
further cheapen its power by other actions that threaten the liveli- 
hood of my constituents, I cannot sit silently by. 

TVA has started purchasing equipment for its expansion program 
from foreign manufacturers. I know it is said that moneys invested 
in TVA are being repaid by the consumers of TVA power, but it is 
an inescapable fact that all of the moneys appropriated for TVA 
and those funds resulting from operating revenues are rightfully 
moneys belonging to the people of the United States, until such time 
as their investment in TVA has been refunded to the United States. 

The point I am making is that TVA money does not belong to the 
People of the valley to be spent as they see fit. 

A is spending these funds for the purchase of equipment made 
in foreign lands, when freeborn American citizens are walking the 
streets for lack of employment. Everything they are buying over- 
seas is manufactured in my home State. 

Since their money has financed this $2 billion development, wh 
should not the working men and women of this country expect TVA 
to make its purchases in this country, especially when it means em- 
ployment for the very people who have been sorely taxed over the 
years to make TVA possible. 

It is not right for these people who have financed and supported 
this Federal to now face the humiliation of standing 
in line to receive relief funds inadequate to provide the bare neces- 
sities of life for their families while TVA deprives them of work by 
taking its business to foreign lands. 

The TVA Board has arrogantly declined to withhold award of con- 
tracts to ning ae manufacturers until such time as this question can 
be considered by the Congress. It says that TVA’s actions are within 
the law and it is going ahead. If it is within the law, then we should 
do something about the law. 

Mr. Chairman, TVA is still under some congessional control, but 
the legislation under consideration would virtually relieve it of all 
control, either congressional or administrative. With TVA’s present 
disregard for our American economy and the welfare of our working 
people, I shudder to think of what it might do if left completely on 
its own. 
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I think we should give the subject a great deal of consideration 
before relieving TVA of congresional controls and allowing it to 
further expand its operating area. 

Mr. Chairman, in conclusion, I want to submit to this committee 
a vigorous protest against the attitude of at least two public-supported 
agencies toward the pleas and protests of both the public and their 
representatives in Congress. 

I submit the attached release showing the latest action taken by 
citizens and duly elected Members of Congress. 

To date, nothing has been heard from the public body addressed 
by these groups. 

March 9 was the last day for TVA to cancel the order to Parsons 
of England for this unprecedented purchase of a major power unit 
outside of the United States. Mind you, this purchase is being made 
from a nation that bars competition in this field from any outside 
nation, including the United States. 

The absolute failure by the TVA to recognize the simple economics 
of the situation compels a thinking man to look more carefully at 
any suggestion that would give this body more power and the right 
to further expand its facilities with the right to buy more and more 
foreign equipment with the money provided tax free by the very 
people who are the losers in both profit and jobs by the foreign 
purchases. 

If anybody can give me a reasonable formula that will make this 
country prosperous, with the TVA issuing tax-exempt bonds for 
purchases of foreign equipment, then I shall withdraw my opposition. 

(The release referred to is as follows) : 


Marcu 9, 1959. 

Congressmen Elmer J. Holland (Democrat, Pittsburgh) and John H. Dent 
(Democrat, Westmoreland County) today submitted petitions to the Office of 
Civil and Defense Mobilization requesting that the Tennessee Valley Authority 
order for some $19 million worth of generators remain in America. These 
petitions were signed by over 10,000 members of Local 601, IUE, AFL-CIO. 

Both Congressmen stated that to give the order to a foreign manufacturer 
is inimical to our national security. 

The Pennsylvania Democratic and Republican Members of Congress signed 
a separate petition requesting that this order be given to the lowest American 
bidder. This petition was also presented to the Office of Civil and Defense 
Mobilization today. 


Mr. Davis. We have a letter from the Governor of Tennessee and 
a joint resolution passed by the Tennessee Legislature in session, 
which will be made a part of the record at this point. 

(The letter from the Governor of Tennessee and the joint resolu- 
tion referred to are as follows :) 


TENNESSEE EXECUTIVE OFFICE, 
Nashville, March 9, 1959. 
Hon, CHartes A. BUCKLEY, 
Chairman, House Public Works Committee, Washington, D.O. 


Dear Mr. BucKLey: It is my understanding that your committee soon is to 
conduct hearings on the TVA self-financing bill introduced by Representative 
Clifford Davis of our State and others. I have the honor to transmit to you 
herewith a joint resolution in support of this bill by the Tennessee Assembly — 
now in session. With these representations I heartily concur. 

Our State is wholly embraced within the TVA service area. For 25 years we 
have participated in the great TVA resources development program. TVA’s 
services, including electric power, are a principal factor in the present well- 


38411—59——-16 


t 
Gir 
e 
1 4 
y 
4 
- 
y 
n 
n 
t 
“4 
n 


236 TENNESSEE VALLEY AUTHORITY 


being and in the prospects of our people. The ability of TVA to continue to 
carry on its program as heretofore and without uncertainty is a matter of 
engrossing concern to us all. 

May I therefore respectfully urge that your committee, and the Congress, 
give prompt and favorable consideration to the Davis bill now before you, which 
authorizes TVA to finance needed additional power capacity by the sale of bonds 
on the sole security of its own revenues. 

Sincerely yours, 
Burorp ELLINGeTon. 


SENATE JOINT RESOLUTION No. 4 


Whereas the Tennessee Valley Authority is the largest single integrated power 
system in the United States ; and 

Whereas virtually the entire State of Tennessee is served by low-cost TVA 
power and is at the heart of one of the two areas of cheapest electric power in 
the Nation; and 

Whereas the proximity and availability of ample supplies of low-cost electric 
power are major factors in the industrial and economic development of Tennes- 
see; and 

Whereas it seems apparent that by 1961 the Tennessee Valley area’s power 
requirements will be such that more generating facilities will be necessary to 
meet the increased demand ; and 

Whereas past generating facilities have been financed by direct Federal Gov- 
ernment appropriations which TVA must repay within 40 years; and 

Whereas TVA has been making such annual repayments on past appropria- 
tions out of its power receipts, with such repayments being kept on a current 
basis as scheduled; and 

Whereas appropriations to TVA have been reduced so drastically that TVA 
must depend primarily on its power receipts to finance new generating facilities; 
and 

Whereas TVA’s power profits alone are not sufficient to enable TVA to con- 
struct future needed facilities after annual repayments are made on past 
appropriations ; and 

Whereas if TVA had the power and authority to issue revenue bonds for the 
financing of new generating capacity, it could then be in a position to meet the 
increased demands that will be made on its power system in 1961; and 

Whereas TVA has already requested the Congress of the United States to 
grant it such power and authority ; and 

Whereas the future of abundant and cheap electric power for Tennessee and 
other TVA States depends upon the outcome of this request: Now, therefore, 
be it 

Resolved by the 81st General Assembly of the State of Tennessee, That the 
Congress of the United States be, and the same is hereby, urged to give fav- 
orable consideration to the request of the Tennessee Valley Authority that it be 
permitted to issue revenue bonds for the financing of future generating capacity, 
and to grant to the TVA such right at an early date; be it further 

Resolved, That copies of this resolution be furnished to each. Member of the 
Tennessee delegation in Congress, to the President of the United States, and 
to the Board of Directors of the Tennessee Valley Authority. 


Mr. Davis. Next we have a statement by the Honorable Clyde T. 
Ellis, former Member of Congress and general manager of the Na- 
tional Rural Electric Cooperative Association. 

(The statement of Mr. Ellis is as follows :) 


STATEMENT OF CLYDE T. ame GENERAL MANAGER, NATIONAL RuRAL ELEcrTRIC 
COOPERATIVE ASSOCIATION 


Mr. Chairman and members of the committee, my name is Clyde T. Ellis. 
I am general manager of the National Rural Electric Cooperative Association. 
The National Rural Electric Cooperative Association is the service and trade 
eo mana representing 94 percent of the rural electric systems in the United: 
tes 


I am submitting this statement to the Public Works Committee in support of 
the various legislative proposals—H.R. 3460, H.R. 3461, H.R. 3462, H.R.3926— 
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which would provide an additional source of procuring funds for the Tennessee 
Valley Authority. 

As an indication of our continued support of this legislation, I would like to 
point out that the National Rural Hlectric ‘Cooperative Association membership, 
at their annual meeting held in Washington, D.C., during the week of February 
9, with over 7,000 people attending, unanimously passed a resolution in favor 
of the TVA self-financing legislation. A copy of this resolution is attached to 
my statement. (Appendix A.) 

As the committee knows, we have supported this type of legislation since it 
was first introduced in 1955. We have done this for several reasons. 

The rural electric systems in the United States have a most direct interest 
in the welfare of the Tennessee Valley Authority. As a whole, the rural electric 
systems are doubling their use of electricity every 5 to 7 years, including the 
Tennessee Valley area. Many of them are running out of additional sources 
of power. If they are to continue to operate effeciently, it is mandatory that 
they find alternate sources of power, or that their existing sources expand 
capacity in order to take care of their needs. 

Within the TVA area itself, 51 rural electric cooperatives purchase all or 
part of their wholesale power from the TVA, and most of them purchase all 
of their power from the TVA. Most of them have no alternate source of power 
whatsoever. These 51 cooperatives serve approximately 500,000 farms and 
rural establishments—approximately 1.5. million people. 

Our interest in the efficient and progressive operation of the TVA goes much 
deeper than these immediate benefits. Rural electric and other nonprofit elec- 
tric systems throughout the Nation are vitally interested in the full development. 
of the Nation’s river basins, of which the TVA is an integral part. 

Over 400 of our rural electric systems in the country get all or part of their 
wholesale power supply from the Federal power agency, either directly or in- 
directly. Any action which adversely affects the operations of the TVA system 
would, we believe, set a precedent for the entire Federal power program. 

Our people are well aware of the fact, as is the rest of the Nation and the 
world, that the TVA is important to all electric utility systems, even those which 
never have and. probably never will receive any energy from the TVA or any 
Federal agency. This is true because of the most healthy competitive effect 
which the TVA yardstick has on the rates of all private power companies—and 
because TVA has led the way in promotion-type rates as contrasted with the 
more restrictive monopoly-type rates. 

For these reasons, if no other, we strongly urge the passage of legislation to 
provide TVA with an alternate, self-financing, source of credit in order that 
it may efficiently continue its operations—its vertical growth. 

The TVA cannot continue to meet the needs of its customers unless it is pro- 
vided with the necessary authority to float its own securities in order to procure 
the necessary funds needed for expansion. 

As an indication of the drastic situation that exists within the TVA regarding 
its power situation, let me recite the following facts: 

1. In January of this year, the peak demand of the TVA system was 9,684,000 
kilowatts. The peak demand for the winter of 1959-60 is estimated at 10.3 
million killowatts with an assured load-carrying ability of 10.8 million kilowatts, 
resulting in a rather slim margin of 4.8 percent. This is not a safe margin. 


2. In the 1960-61 period, the TVA peak is estimated at 11.2 million kilowatts, 


with an annual load-carrying ability of 11.3 million kilowatts, leaving a critical 
margin of only 0.9 percent. This is an extremely hazardous situation. 

8. During the year 1962-63, the peak demand is estimated at 12,950,000 kilo- 
watts, with an assured load-carrying ability of only 11.9 million kilowatts—leav- 
ing, if there is such a thing, a margin of minus 7.7 percent. This is chaos in the 
electric business. 

And let me point out that these assured load-carrying ability estimates in- 
clude all the TVA units now on the line and now on order. The situation 
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within the TVA is of more than just passing concern to us and the Nation—it is 
critical and drastic. Ina word, TVA has run out of power. 

I say in all honesty and sincerity that, to my way of thinking, the Tennessee 
Valley Authority is the finest example on earth of democratic planning, inter- 
governmental planning, cooperation and comprehensive development of a river 
basin. 

The TVA has been used time and again as a demonstration to the world that 
the development of natural resources can best be carried out through democratic 
government and the voluntary cooperation of the Federal, State, and local gov- 
ernments all functioning as a unit to serve all the people and the public wel- 
fare. To allow this great proven experiment to deteriorate in any way would, in 
my mind, constitute one of the darkest blots on the record of democratic goy- 
ernment. 

This idea of a TVA self-financing plan, as we all know, is not new. Such 
a plan was conceived as early as 1955. It is most strange that the private power 
companies who have always opposed TVA and argued that it should be self- 
sufficient have now reversed their stand and argue that the TVA should not 
be allowed to finance its own expansion. 

This makes it clear, I believe, that these private power companies will op- 
pose anything which might benefit 'VA. The reason is quite simple. Monop- 
oly must always fight against competition—even competition by example, 
Monopoly—electric power monopolies included—must exploit their position to 
survive, else they will be taken over by speculator groups for the purpose of 
exploiting their potential. Monopolistic xploitation includes high prices and a 
lessening of the value of the product or service, and the elimination of all compe- 
tition, even competition by example. 

Throughout the years, the idea of a TVA self-financing plan has been subject to 
much discussion. The TVA supporters have leaned backward in compromising 
their original position. 

I firmly believe that all reasonable objections have been met and even some 
that were not reasonable. Clearly the time has come for action. 

It is within this frame of reference that I find myself interested in a recent 
news release which purports to express the views of the President concerning 
TVA self-financing legislation. In this release, the implication is that the Presi- 
dent would approve TVA self-financing legislation only if the following three 
criteria were met: 

1. That TVA would pay its own way and start repaying the Government on 
its $1.5 billion investment. 

2. That the TVA operations be restricted roughly to its present service area. 

8. That the administration would have some control over proposed issuance 
of TVA bonds to finance further expansion. 

I am somewhat puzzled by this statement, because all of the bills before this 
committee clearly comply with the three conditions the President sets forth. 

Does the President not know what is in the bills? Or is the President’s state- 
ment merely an indication that the administration will engage in whatever ra- 
tionalization necessary to veto any TVA self-financing legislation? 

Furthermore, I remember all too vividly various statements made by the 
Prseident. For example, in the 1952 campaign he said: 

“Our goal should be to work our river basin development the way the people 
in the region want it done.” 


And, further, in the same campaign when, in a telegram, the President stated: 


“* * * Tf IT am elected President, TVA will be operated and maintained at 
maximum efficiency. 

“IT have a deep appreciation of what. it has done and what it will be able to 
continue to do in the future. Under the new administration TVA will continue 
to serve and promote the prosperity of this great section of the United States.” 

I believe this legislation is what the people want and that if the President 
really wants to help TVA he will sign TVA self-financing legislation when it 
passes the Congress. 


In conclusion, I would like to say that we still believe in the principle of © 


direct appropriations for the Tennessee Valley Authority to be repaid with 
interest or an interest equivalent. However, taking into account the climate of 
opinion that has existed in the Congress and the realities of the situation as 
regards the executive branch of the Government, apparently we must support 


self-financing legislation if the TVA is to continue to operate efficiently in the - 


future. 
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Let us not forget that a)) electric power systems in the country are growing 
very fast—doubling their sales at least every 7 to 10 years. To hold any one 
of them back is to hold America back. 

Also, well over half of TVA’s power is being purchased by the Federal Gov- 
ernment, largely by the Atomic Energy Commission. To hold TVA back is to 
hold the Federal Government and its national defense back. 

I reiterate that all reasonable compromises and objections have been met. I 
appeal to this committee of the Congress in the name of the rural electric sy- 
stems throughout the United States for speedy enactment of the TVA self-financ- 
ing bills before this committee. 

(Attachment referred to follows:) 


APPENDIX A 
TENNESSEE AuTHOoRITY Future Finance Pian 


(Resolution passed unanimously at the 17th NRECA Annual Meeting held 
February 9—12, 1959, Washington, D.C.) 


Whereas for 25 years the Tennessee Valley Authority has carried forward a 
regional program of natural resource development, unprecedented in scope and 
kind, with exemplary competence and probity, and accumulating benefits to 
the people and esteem to our Government ; and 

Whereas its electric power system, in capacity now exceeding 10 million 
kilowatts, is increasingly called upon to meet the urgent needs not only of 
great atomic and other national defense installations (receiving more than half 
of all TVA power) but of a large area whose 5 million inhabitants are served 
by 150 locally owned and managed distributor cooperatives ; and 

Whereas experience continues emphatically to demonstrate that the TVA 
power system is self-supporting and self-liquidating, and that the resale of 


‘TVA power at low rates by the consumer-owned distributors is economically 


‘sound as well as socially advantageous; and 

Whereas it is the due concern of this Nation and its Government that TVA 
be provided an assured means of financing power system additions on a 
schedule paced by foreseeable demand, and it is proper that this should be done; 


and 


Whereas legislation has been introduced by Congressman Davis of Tennessee 
(H.R. 3460), Congressman Jones of Alabama (H.R. 3461), and Congressman 
Abernethy of Mississippi (H.R. 3462) authorizing TVA to finance future normal 
growth of its power facilities by bonds backed solely by TVA’s revenues; and 

Whereas this plan, as proposed by the TVA Board in keeping with its ad- 
ministrative responsibilities, stands as fair a proposition as could be laid before 
the Nation by one of its regions: Now, therefore, be it 

Resolved, That we earnestly recommend to Congress prompt enactment of 
said legislation to enable the TVA Board to plan and advance the Tennessee 
Valley program with maximum efficiency and accomplishment to the purposes 
originally given in the letter and the spirit of the TVA Act of 1933. 


Mr. Davis. We have a statement by Hon. Carl T. Durham, Mem- 
ber of Congress from North Carolina. Without objection it will be 
made a part of the record at this point. 

(The statement of Mr. Durham is as follows :) 


StTaTeMENT or Hon. Cart T. DuRHAM, A MEMBER OF CONGRESS FROM THE STATE 
oF NortH CAROLINA 


Mr. Chairman, I appreciate this opportunity to appear before your committee. 
First, I should like to say that I have been a supporter of the TVA over the 
many years since becoming a Member of the House. I am sure many of you 
will recall my fight against the Dixon-Yates contract, which I felt was unfair 
and which was finally ruled illegal by the court. 

I am fully aware of what TVA means to that section of the country and I 
believe it has served a great purpose in developing the area which it serves. 
But 1 am not a believer in the ever-expanding program which would be made 
possible under the type of legislation which is now being considered by this 
committee. I believe in private enterprise, which has long been associated with 
our American way of life and is a system which surpasses any other economic 
system anywhere in the world. 
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I have no objection to expending Federal funds and have supported such pro- 
grams where private enterprise will not do the job, such as REA, irrigation and 
reclamation programs, and others. 

But private enterprise has done an excellent overall job in providing power 
and has at the same time, through taxes, supported our local, State, and Federai 
Governments over many past years, as we all know. 

I do not desire to take up the committee’s time, but I do want to state for the 
record that I expect to support Congressman Vinson’s amendment when it is 
brought to the floor of the House for the foregoing reasons. 

Another matter I would like to call to the attention of this committee is a fact 
and circumstance which is well known, having been published in the papers, and 
that is the purchasing policy of the TVA with regard to turbine generators. 

TVA sells most of its power back to the Government, which is one of its biggest 
users, to which I have no objection. It is important to our atomic energy and 
military establishments in that section of the country. But to adopt a policy 
of relying on offshore sources for services and repairs in a severe emergency, 
such as happened a few years ago, in my opinion would be gambling with the 
security of our Nation. 

I believe in cooperating with our allies and have supported programs that 
would be helpful in creating good will and in binding together the free nations 
for the world. I believe in reciprocal trade and have supported this policy over 
many years, but I do feel that it is necessary for us, in matters as important as 
generating electric power for some of our most strategic military installations, 
not to become dependent upon parts and replacements from offshore sources. 

The need for independence in such matters was demonstrated in the last world 
war when we decided after the war to build up a stockpile of strategic and critical 
material, which proved a wise decision. 

It is a well-known fact that we cannot compete with labor costs in many coun- 
tries today. Any program of buying heavy items such as turbine generators 
from offshore sources will further aggravate the unemployment situation in our 
country if the policy is continued by Federal Government agencies such as the 
TVA. 

Ry Government regulation, American manufacturers must purchase material 
to fill Government orders from firms in the United States. This same restric- 
tion does not apply to foreign manufacturers, as they are not required to do the 
same by their governments. 

We are today purchasing from some countries which buy very little from the 
United States. I have supported foreign-aid programs over the past years to 
help depressed countries get on their feet so they will be able to support their 
people, and I am sure many of you here in this committee and in the House who 
have visited these countries over the past several years have seen what has been 
accomplished, and certainly I have been proud to be a part of it. 

But I do not propose to continue to a point that will jeopardize labor, manage- 
ment, and our Government in this country, as has happened in the purchase of the 
turbine generator by the TVA. 


Mr. Davis. IT want. to express my appreciation to all of you who 
have laboriously worked on this hearing. Is there anything else to 
come before the committee ? 

Mr. Jones. Mr. Chairman, since the question of taxes has been made 
an item of discussion during the consideration of this bill I would like 
to submit for the record the amount of tax amortization and accelerated 
depreciation certificates that have been issued to the various utility 
companies throughout the country, which will include the amounts 
issued to those companies who appeared in opposition to this bill. 

Mr. Davis. Without objection that information may be made a part 
of the record at this point. 

(The information referred to is as follows :) 
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Amount of accelerated depreciation granted commercial electric utilities from 
the beginning of the program in 1950 through May 1, 1957, with estimated 
interest-free loans and subsidy benefits to private electric utility companies, 


by company 
[In thousands of dollars] 
Amount Net subsidy 
certified for | Amount of over 334% 
Name of company accelerated interest- year period 
deprecia- free loan at 6 percent 
tion return 
57, 478 25, 405 364 
American Gas & Electric Service 53% 238 810 
Appalachian Electric Power Co.........-....-....----.------- 111, 101 49, 107 166, 936 
CRE 25 114 386 
Arkansas- Missouri Power Co........................-.-..-.-- 71 3 107 
33, 683 14, 8&8 50, 611 
Fewer a Light 71 31 107 
California Electric Power Co... ...........-.....- 9, 240 4, 084 13, 884 
California-Oregon Power Co___ 32, 979 14, 577 49, 553 
Carolina Power & Light Co______- # 48, 695 21, 523 73, 167 
Central Arizona Light & Power Co__....................----- 88 39 132 
Central Hudson Gas & Electric Co. __.......-.-..22--.-.5---. 4, 385 1, 938 6, 589 
Central Illinois Electric & Gas Co. 4, 330 1,914 6, 506 
5, 378 2, 377 8, O81 
Central Illinois Public Service Co_.............-...-----2.---- 1, 705 754 2, 562 
1, 187 525 , 784 
Central Louisiana Electric Co., Inc...........-..............- 12, 055 5, 328 18, 113 
27, 325 12, 078 41, 058 
Central Power & Light Co. (Texas)_......................-..- 22, 761 10, 060 , 200 
Central Vermont Public Service Corp. .................------ 1, 187 525 1, 784 
Chicago District Electric Gas Corp. ...................-2.--.. 1, 540 681 2,314 
Ges Co... 46, 018 20, 340 69, 145 
Cleveland Electric Illuminating Co._......................--- 98, 604 43, 583 148, 159 
Contra: rower 766 339 1,151 
Columbus & Southern Ohio Electric Co__.........2-- 2-2... 19, 510 8, 623 29, 315 
Wemmonwealth Edison Co. 39, 481 17, 451 
Connecticut Light & Power Co.................-.........-... 16, 676 7, 371 25, 057 
OWEN 2, 901 , 062 
Consolidated Edison Co. of New York__......--..-- 57, 512 25, 420 86, 415 
Consolidated Gas & Electric (Maryland) , 939 11, 023 37, 472 
52, 460 23, 187 78, 824 
Da@aware Power & Light Co.... 27, 314 12, 073 41, 041 
Derby Gas & Electric Co. (Coonecticut)._...............-.--- 150 66 225 
72, OBO 31, 859 108, 305 
Eastern Shore Public Service Co. (Maryland). -._..........-- 822 36 1, 235 
7, 308 3, 230 10, 981 
Empire District Electric Co. (Kansas)__..................---- 9, 106 4, 025 13, 682 
Florida Power Co______- 28, 427 12, 565 42, 713 
Power Oo, (Coloradé). . 198 88 298 
12, 261 5, 419 18, 423 
Gulf States Utilities Co. (Louisiana and Texas) 23, 286 10, 292 34, 989 
Bartford Electric Light Co. ........................ 20, 322 8, 982 , 535 
Houston Lighting & Power Co_..__-.-..-....------ 37, 745 16, 683 56, 714 
76, 021 33, 601 114, 226 
Indiana-Michigan Electric Co. ..........-..............-..-.. 116, 060 51, 299 174, 388 
Endianapolis Power & Light Co............................... 19, 430 8, 588 29, 195 
Towa Electric Light & Power Co.............................- 6, 541 2, 891 , 828 
Towa-Illinois Gas & Electric 1,714 758 2, 575 
14, 973 6, 618 22, 498 
5, 128 2, 267 7, 705 
menses City Power & Light Co........- 28, 145 12, 440 42, 290 
7, 848 3, 469 11, 792 
6, 031 2, 666 9, 062 
Kentucky-West Virginia Power Co 286 126 430 
1, 041 460 1, 564 
Lake Superior District Power Co__........_.- 1, 148 507 1, 725 
Long Island Lighting Co. pad York) , 687 12, 238 41, 601 
Louisiana Power & Light Oo. 30, 187 13, 343 45, 358 
Marietta Electric Co. (Ohio)................-...--...--------- 49 22 74 
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Amount of accelerated depreciation granted commercial electric utilities from 
the beginning of the program in 1950 through May 1, 1957, with estimated 
interest-free loans and subsidy benefits to private electric utility companies, 


by company—Continued 


[In thousands of dollars] 
Amount Net subsidy 
certified for | Amount of over 33% 
Name of company accelerated interest- year period 
deprecia- free loan at 6 percent 
tion return 

Massachusetts Electric Co 2, 903 1, 283 4, 362 
Minnesota Power & Light Co__ A 7, 903 26, 866 
Power & Light 14, 816 6, 549 22, 262 
8, 560 8, 204 27, 888 
Serviced 2, 885 1, 275 4, 335 
Monongahela Power Co. (West Virginia) - 16, 976 7, 503 25, 508 
OO... 3, 040 1, 344 4, 568 
Nantahela Power Co. (North Carolina) ...-....-...-...--..... 5, 111 2, 259 7, 680 
29, 705 13, 130 44, 634 
New York State Electric & Gas Corp-..-..--.----.-.-..--..-- 25, 617 11, 323 38, 491 
Niagara Mohawk Power Corp.-..-............-.....-----..-... 41, 008 18, 126 61, 617 
Northern Indiana Public Service Co._-....---.-.....------.-- 8, 750 3, 868 13, 147 
Northern States Power Co. (Minnesota)-........-------.---..- 22, 230 9, 826 33, 402 
Northern States Power Co. (Wisconsin) -........----..---.--- 626 277 941 
Ohio Edison Co--.....-..--- * 70, 274 31, 061 105, 591 
181, 082 80, 038 272, 087 
Okmnoma Gas & Wiectric Co. ...................-.<--.----0-. 30, 383 13, 429 45, 652 
178, 321 78, 818 267, 939 
80, 070 35, 391 120, 310 
24, 252 10,719 36, 440 
Pennsylvania Power & Light Co--_.-........-.....-..-....... 59, 321 26, 220 89, 134 
Pennsylvania Power Co-. es 1, 326 5, 006 17,018 
Power Oo. 6, 772 2, 993 10, 175 
52, 875 23, 371 79, 448 
30, 042 13, 279 45, 140 
Potomac Edison Co-----...-.-- 13, 824 6, 110 20, 771 
Potomac Electric Power Co_..._-- 18, 399 8, 132 27, 646 
Potomac Light & Power Co--.. 2, 005 886 3, 013 
Public Service Co. of Indiana, Inc- .-- 42, 595 18, 827 64, 002 
Public Service Co, of New Hampshire 4 pea , 656 6, 036 20, 519 
Public Service Co. of New Mexico----..-.- a 8, 456 3, 738 12, 706 
Public Service Co. of Northern Illinois..............-.-.-..-.- 341 151 512 
Public Service Co. of Oklahoma..-............--..--.........- 43, 065 19, 035 708 
Public Service Electric & Gas Co. (New Jersey) ..----.---.--- 40, 672 17, 977 61, 112 
Rockland Light & Power Co. (New York)..-....------------- 9, 408 , 158 14, 136 
South Carolina Electric & Gas Oo. 24, 857 10, 987 37, 349 
South Pennsylvania Power Co....-. ae} 179 79 269 
Southern California Edison Co.....---..--------------------- 126, 041 55 710 189, 385 
Southern Indiana Gas & Electric Co-.......................--- 5, 280 2, 334 7, 934 
5, 233 2, 313 7, 863 
Southwestern Gas & Electric Co.....................-....--.. 12, 085 5, 18, 158 
Southwestern Public Service Co....-...........-.-.--........ 920 15, 435 52, 470 
31, 387 13, 873 47, 161 
46, 743 20, 660 70, 234 
18, 468 8, 163 27, 749 
Union Electric Co. of Missouri....-...- che 44, 124 19, 503 66, 299 
Union Electric Power Co. (Tllinois)............-.....-.......- , 657 2, 500 8, 500 
Union Light, Heat & Power Co. (Kentucky)--..--.-...--.---- 1, 062 469 1, 596 
United Illuminating Co. (Connecticut) .............--...-...- 4, 665 2, 062 7, 009 
Upper Peninsula Power Co. (Michigan)-...-............--.... 75 33 112 
Virginia Electric & Power Co 102, 559 45, 331 154, 101 
, 020 13, 269 45, 107 
West Pennsylvania Power Co..._----- 35, 872 15, 855 53, 900 
West Texas Utilities Co. 7, 818 3, 456 11, 747 
Western Light & Telephone Co. (Kansas). ................-.- 7, 137 3, 155 10, 724 
Western Massachusetts Electric Co__......................... 484 214 727 
Wheeling Electric 1, 684 744 2, 530 
Power OG 16, 957 7, 495 25, 479 
Wisconsin- Michigan Power Co-.-.-------- 1, 387 613 2, 084 
Wisconsin Power & Light Co.---- 15, 423 6, 817 28, 174 
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m Mr. Broomrretp. May we have copies of that? 

ed Mr. Jones. I will be glad to. I was just noting for instance that the 

| Alabama Power Co. within my own State talks about the great tax 

| burdens it carries and yet they are the recipient of $57 million worth 
of tax amortization certificates. So the generosity of the Con 


mt and the people of the United States has not been denied the utilities 
a who were so obsessed with the idea of the TVA being a tax exempt op- 
at eration. Pass it around so Mr. Broomfield can examine it. 


Mr. Davis. We have reached the end of a hard and tedious day. I 
want to express my deep appreciation to all of you who remained long 
hours on casei. and today. We have left our office responsibilities. 
This has been a rather difficult job for me. Some of my warm friends 
in the Congress are already angry at me today because I could not put 
everybody on at the same time. Let us hope that they will get over 
it, like lawyers do. 
Mr. Scuwencet. I would like to say as far as I am concerned I do 
not know of anybody that is very angry with our chairman. He isa 
very genial gentleman and tries to be fair. I differ with you some- 


| 


i | times but I do not think there is any Member of the Congress that is 

535 very angry at you. ‘ d 
| Mr. Davis. 1 do not mean the members of the committee but others. 

652 Mr. Scuwence.. If there are some I am sure it will not last very } 
310 long, Mr. Chairman. : 
= Mr. Davis. I hope not. I am authorized to state by Chairman ‘ 
018 Buckley that there will be no executive committee meeting on tomor- : 
BB | row as announced previously because he felt that all of us were en- 3 
| titled to a breathing spell tomorrow, but he has announced an execu- 7 
646 | tive meeting on Friday at 10 a.m. So the committee is adjourned 

529 until Friday at 10 o’clock. : 

= Whereupon, at 5:40 p.m., the committee adjourned until Frida 

March 13, 1959’ at 10 a.m.) 

are a a.m. A 

708 | (The following was furnished for insertion :) q 
M0 STATEMENT OF WAYNE L. Hays, CONGRESSMAN, 18TH District oF OHIO : 
, 424 
an My name is Wayne L. Hays. I have asked to testify on the bill that this 

a committee is considering because I think it involves far-reaching questions of 

’ 863 public policy of concern to every Member of Congress and of direct concern to 

» 158 me in the district in Ohio that I represent, which all of you know is situated in 

oY the upper Ohio Valley in the eastern part of the State. 

234 My own feeling about this bill is that the Congress must do something to 

749 enable TVA to supply all the power that is needed in the TVA area. I know that 

, loads are growing there and the problem of financing the expensive new generat- 

, 500 

, 596 ing capacity and other facilities that have to be put in is a difficult and serious 

= one. I think that the revenue bond idea which is embodied in this bill is an 

062 appropriate way to solve the problem. Since TVA is practically the only source 

. 101 of power supply for the people in the TVA area, I know how important it is to 

4 them to maintain TVA in a healthy condition. 

"747 But there are certain particulars of this bill that concern me greatly and I 

, 724 hope they will be changed. Foremost among the objectionable features of the 

4 bill is the fact that at the same time Congress would be giving TVA an immense 

"479 bonding authority, the Congress would also give up the function of close scrutiny 

+71 of TVA’s activities and financial affairs which we have always insisted upon 


and practiced ever since TVA was established. I know the bill provides that 
— TVA is not to begin construction on a new power project until 90 days after 
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Congress has been given notice and an opportunity to adopt a concurrent resolu- 
tion disapproving such construction. But all of us know how ineffective this 
kind of affirmative veto power in the Congress is in practice. Except in the 
most extreme case, we would hardly get started in considering a new plan of 
TVA after notification before the 90-day period had elapsed and real congres- 
sional scrutiny would be lost by default. In the case of a Government agency 
so powerful and important as TVA and capable of affecting the business and 
the lives of so many people, I think this kind of an arrangement is bad government, 

The people who have been most closely associated with TVA feel that it has 
been 2 great success. During all these years TVA’s activities and its new 
projects have been scrutinized by the Appropriations Committee and recom- 
mended by that committee and authorized by the Congress. I think the same 
practice ought to be continued. In fact, with revenue bonds to supply the money, 
congressional scrutiny and legislative authorization of TVA projects ought, if 
anything, to work more smoothly in the future. And, naturally, I would not 
presume to suggest whether the scrutiny should be continued through the Appro- 
priations Committee as in the past or through authorizing bills that would come 
to this committee. 

I am afraid that if the Congress does not retain much the same control over 
TVA that it has exercised in the past, this bill is likely to have very damaging 
consequences. I cannot help think about the possible consequences to the part 
of the Ohio Valley that I represent. We have our own established businesses 
there. They are privately financed and we are accustomed to doing things dif- 
ferently from the way they are done in the TVA area. We have great natural 
resources and for that reason great opportunities for expanding our industries 
and attracting new industries through the development of our resources. As 
things now stand, the opportunities for growth of business in my area I think are 
just as attractive—even more attractive—as in the TVA area notwithstanding 
the fact they have been given certain advantages through federally financed 
power. But this bill would give the TVA still further advantages and I can 
readily foresee how the freedom from congressional control contained in this bill 
would enable TVA to misuse those advantages in such a way as to prejudice 
areas like my own and many others throughout the country in the development 
of their own resources and in the growth of their business. 

As tong as a committee of the Congress makes an annual review of TVA’s 
program and specifically authorizes new works of TVA, we will have an effective 
opportunity to prevent these consequences from occurring. As a practical mat- 
ter, I do not think that we have an effective way of preventing them under this 
bill. Annual review established by law and a requirement of specific authoriza- 
tion of projects creates a pattern of supervision that keeps executive agencies 
from the inevitable tendency that organizations have to go beyond their original 
purpose. 

I do not think it is any substitute for such review to suggest that Congress 
ean always curb TVA should that be necessary by initiating legislation. We all 
know how hard it is to get a piece of original legislation through the Congress. 
We have had too many experiences with desirable legislative measures—even 
measures ostensibly approved by both parties—which have nevertheless taken 
many years for their enactment. 

There is another feature of this bill that concerns me very much and that is 
related to the problem that I have just been talking about. The proponents of 
this bill have included a provision which is supposed to confine TVA geographi- 
cally to the part of the country in which it is now supplying power with sup- 
posedly minor exceptions to allow for flexibility in changing service conditions 
around the TVA boundaries. But the provision in the bill as drafted does not 
accomplish this purpose. It expressly allows extension of TVA service into 
thousands of square miles of territory beyond the present boundaries. And I 
can see how the bill could easily be construed in such a way as to allow TVA 
to extend its service even as far as my own area in Ohio and very much greater 
distances beyond that. It ought to be possible to draft a provision for this 
bill that would do what the proponents want, namely, keep TVA where it is and 


under which such vast geographical extensions by TVA would not be possible. 


If there are going to be any significant extensions of TVA service it ought to be 
the Congress which decides upon them, not the TVA Board of Directors. 


t 
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STATEMENT OF Hon. CLEMENT J. ZABLOCKI OF WISCONSIN 


Mr. Chairman, I appreciate this opportunity to appear before the committee to 
present my views on H.R. 3460. 

The purpose of this bill is to provide the means for financing an expansion 
of TVA facilities within the present service area of the TVA. I have supported 
the TVA in the past, and I believe that the proposal outlined in H.R. 3460 is 
constructive. If the Congress is not to be called upon by the TVA for further 
financial aid, some provision should be made to enable the TVA to meet expand- 
ing demands for power in its present operating area through self-financing 
methods. The authority proposed in H.R. 3460, to permit the TVA to issue 
certain bonds in order to raise the necessary funds, meets that objective. 

I believe that it is proper to point out, in commenting on this legislation, that 
the TVA is a sound enterprise which has provided low-rate power to Govern- 
ment agencies and private consumers in its area, and which is today ahead of 
schedule in repaying funds advanced by the Federal Government for the con- 
struction of some of its facilities. We must also remember that the Federal 
Government is the largest customer of the TVA. Approximately 55 percent of 
the power produced by the TVA is consumed by Federal agencies. The expand- 
ing needs of those agencies, and of private consumers in the area serviced by the 
TVA, require an increase in the supply of power available to them. 

The TVA can produce such additional power, but it needs money to construct 
the necessary facilities. The bill before your committee would enable the TVA 
to do just that, without asking the Federal Government for grants or loans 
at a time when our national budget is already strained by all kinds of other 
demands. I have no doubt that, given the authority to issue bonds, the TVA 
will be able to raise the necessary funds on its own, and to redeem its bonds 
on schedule. For that reason, I support this legislation. 

At the same time, I believe that we should stick to the issue at hand without 
bringing in the separate question of extending TVA service to areas not pre- 
sently served by that system. The TVA did not ask the Congress for authority 
to exnand its service to new areas. If, in the future, it should be desirable for 
the TVA to extend its area of operations, the Congress could then pass on that 
particular question. 

This brings me to the second purpose of my appearance before your com- 
mittee. 

Some competent observers are of the opinion that the wording of H.R. 3460, 
on pages 2 and 3 of the bill, is very uncertain and ambiguous. It may be inter- 
preted as increasing the area of TVA operations by some 25,000 square miles. 
This is an increase of over 30 percent, over and above the area presently served 
by the TVA. Other interpretations of the wording of H.R. 3460 suggest that 
the bill contains authority for even greater expansion of TVA operations. 

As I already pointed out, the TVA did not ask the Congress to increase its 
area of operations. Further, even without an explicit statutory directive from 
the Congress, the TVA has been operating within a well-defined, fixed area for 
many years. That area includes about 80,000 square miles within the Tennes- 
see River drainage basin. 

I believe, therefore, that the ambiguity in the wording of H.R. 3460 should be 
corrected. The bill is intended to give the TVA certain self-financing powers. 
That should remain the primary purpose of this legislation. The wording of 
H.R. 3460 which can be interpreted as extending the area of TVA operations 
by 25,000 or more square miles does not pertain to the primary purpose of this 
bill. It should be eliminated from it. If, in the future, the TVA should desire 
to expand its area of operations, it can come back to the Congress and ask the 
Congress to pass on that question. 

I want to thank the committee again for this opportunity to present my views. 
It is my hope that the committee will amend H.R. 3460 by eliminating the am- 
biguous passages to which I have referred, and confining the wording of the bill 
to the primary purpose of this legislation. 
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ALABAMA LABOR CouNcrL, AFL-CIO, 
Birmingham, Ala., March 6, 1959. 
Hon. CHARLEs A. BUCKLEY, 
Chairman, House Public Works Committee, 
New House Office Building, Washington, D.C. 

Dear Mr. BUCKLEY: Citizens of Alabama and of the entire TVA area are 
particularly proud of the job done by TVA. In 1933, there were less than 225,000 
residences supplied with electricity in the entire area now supplied by TVA 
power—today there are 1.3 million such consumers. Farmers in the area being 
supplied with electricity have increased from 3 to 95 percent. 

Because of the Tennessee Valley Authority and the abundant supply of elec- 
tricity many large industries have located and expanded throughout the Ten- 
nessee Valley. Since the building of TVA per capita income has increased more 
than 700 percent. Because of the foresight in building TVA, the Atomic Energy 
Commission had a ready source of power when they began development of the 
atomic bomb in Oak Ridge, Tenn. The same facilities speeded our development 
of America’s first satellite at Redstone Arsenal and has made it possible for the 
United States to hold its own in this new and dangerous space age. 

If this growth of the Tennessee Valley and the expansion of industry is to 
continue, more generating plants must be provided. We feel the best way to do 
that would be through legislation such as the new TVA self-financing bill, H.R. 
3460. Passage of this legislation will permit the area to continue to grow and 
expand and provide jobs when they are most needed. We hope your committee 
will report this legislation favorably. 

Sincerely, 
BARNEY WEEKS, President. 


MERIDIAN, Miss., March 28, 1959. 
Congressman CLIFFrorp DAVIs, 
Washington, D.C.: 

I understand that the House Public Works Committee, on March 17, voted out 
TVA bond-financing bill, H.R. 3640, with an amendment which substituted @ 
flat limitation on TVA power-service area with only a few minor specific exemp- 
tions for the general limitation which was included in the bill which you intro- 
duced, and in the bill which Senators Kerr, Stennis, and others, introduced in 
the Senate. The East Mississippi Electric Power Assoviation is seriously affected 
by this change, and if the present limitation stays in the bill our cooperative may 
be destroyed. The bill, as introduced, permitted TVA to serve existing rural 
cooperatives (as same now exist as to area and as of July 1, 1957) now being 
served in part by Tennessee Valley Authority, and also permitted cooperatives 
to serve additional areas not more than 5 miles outside the counties which they 
now serve in order to take care of the growth of communities presently served. 
These provisions took care of a unique and acute problem which confronts our 
cooperative. TVA supplies power to one-half the cooperative’s area, the part in 
Winston and Kemper Counties, Miss. The balance of the cooperative’s area, 
almost entirely in Lauderdale and Clarke Counties, Miss., is supplied with power 
purchased from Mississippi Power Co. You can understand how hard it is to 
continue to function with two different sources of power, two sets of books, and 
two widely different sets of wholesale and retail rates. This cooperative has 
been attempting to obtain TVA power for its whole area for 15 years. Our 
original power contract will expire this year, and we have high hopes that TVA 
will agree to end the present unworkable situation and to provide all of our 
members with the benefits of TVA power if Congress does not prohibit this 
necessary and sensible step. In Mississippi, cooperatives are subject to terri- 
torial control by the public service commission and no question of competition 
with power companies is involved. Our association serves the farmers in the 
remote and unprofitable rural areas, which power companies have in the past 
refused to serve. 

We have hopes that Congress will give consideration to the plight of 6,500 
farmers in Lauderdale and Clarke Counties and restore original language of 
H.R. 3460. Would greatly appreciate it if you would have this telegram printed 
as exhibit to hearings on the bill. 


East Misstsstppr Erectric Power ASSOCIATION, 
JoHN C. LANGAN, Manager. 
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Guascow, Ky., March 9, 1959. 
HovusE PuBLIc WorKS COMMITTEE, 
New House Office Building, 
Washington, D.C.: 
The Farmers Rural Electric Cooperative Corp. urges passage of the Davis 
TVA self-financing bill, H.R. 3460. 
J. B. GALLOWAY, 
Manager, Farmers Rural Electric Cooperative Corp. 


Port Lavaca, Tex., March 11, 1959. 
Congressman CHARLES BUCKLEY, 
Chairman, Public Works Committee, 
House Office Building, Washington, D.C.: 
I wish to protect private financing for TVA. Public utilities can do the job. 


L. L. FROELIcH, 
Member, Congressional Action Committee, Chamber of Commerce. 


PRINCETON, Ky., March 12, 1959. 
FRANK STUBBLEFIELD, 
Member of Congress, 
House Office Building, Washington, D.O.: 


It would not be fair to deny TVA power to our city now that we are in the 
middle of our fight to obtain it for our city. Please be opposed to the limited 
area clause in the self-financing bill. 

EB. L. WILLIAMSON, 
Chairman of Electric Power Board. 


PRINCETON, Ky., March 12, 1959. 
FRANK STUBBLEFIELD, 
Member of Congress, 
House Office Building, Washington, D.C.: 
We are in condemnation proceedings to acquire Kentucky Utilities Co. 
Please don’t cut us off from TVA power. 
KELSEY CuMMINS, Mayor. 


CHICKAMAUGA, GA., March 11, 1959. 
‘Hon. CHARLES A. BUCKLEY, 

Chairman, Public Works Committee, 

House of Representatives, Washington, D.C.: 


Strongly protest that provision in the Vinson amendment to the TVA power 
bill which prohibits persons not now receiving TVA power from availing them- 
selves of that privilege. This discrimination is unjust and un-American. All 
residents of this valley should have the same right to the use of this facility. 
Respectfully request this injustice be moved. 

F. Partin, Sr., 
Mayor, Ringgold, Ga. 


CHICKAMAUGA, GA., March 11, 1959. 
Hon. A. BUCKLEY, 
Chairman, Public Works Committee, 
House of Representatives, Washington, D.C.: 

We understand the Vinson amendment to TVA power bill will forever deprive 
some residents of the Tennessee Valley who are now receiving TVA power 
from ever doing so. We strongly protest this injustice as the citizens of 
Chickamauga who are in the Tennessee Valley and are now being served by the 
Georgia Power have held a referendum requesting a different source of power 
from which they now have and are completely surrounded by an area served 
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with TVA power. All residents of the Tennessee Valley should have equal 
rights to receive TVA power as residents of the Cumberland Valley and some 
of the Mississippi Valley are now receiving this power. 
R. H. Jewett, 
Mayor, City of Chickamauga, Ga. 


CARTHAGE, TENN., March 4, 1959. 
COMMITTEE ON PuBLIC WoRKsS, 
House Office Building, Washington, D.C.: 

You are perhaps to some extent deciding the fate of the Tennessee Valley 
Authority. To this cooperative and its more than 17,000 members the successful 
operation of TVA in being able to furnish us unlimited electricity is essential to 
our growth. In the last 5 years electric use has doubled. By our graphs over 
a period of 20 years we can at least expect our load to double each 10 years 
hereafter. Therefore satisfactory financing for TVA without unnecessary strings 


attached is essential. We respectfully in the name of our 17,000 members request 


your favorable consideration of the proposed self-financing bill. 


UprerR CUMBERLAND EMC, 
J. W. JELLICcORSE,, President. 


LOUISVILLE, Ky., March 6, 1959. 
Houses Pusiic WorKs COMMITTEE, 
New House Office Building, Washington, D.C.: 


The Kentucky Association of Rural Electric Cooperative urges the passage of 4 


the Davis TVA self-financing bill No. H.R. 3460. 
J. K. 
Executive Manager, Kentucky Rural Electric Cooperative Corp. 


Manion, Ky., March 12, 1959. 
Hon. FRANK STUBBLEFIELD, 
House of Representatives, Washington D.C.: 
Citizens of Marion, Crittenden County, Ky., a city of 3,000 population, cer- 
tainly oppose a bill that would prevent us from ever receiving TVA power. 
Wooprow ALpERDICE, Mayor. 


PapucaH, Ky., March 13, 1959. 
Representative FRaNK A. STUBBLEFIELD, 
House of Representatives, Washington, D.C.: 


Paducah, at north mouth of the Tennessee River, has fought 15 years to win its 
people the right to vote on taking TVA power. This, despite existence of this 7 


right in franchise sold in 1940 to Kentucky Utilities Co. Enaction of proposed 
restriction of TVA power to present service area would rob Paducahans of this 
right, and leave them permanently a captive market for private power monopoly 
with notoriously primitive rates. 
EpwIin J. Paxton, 
Publisher, Paducah Sun-Democrat. 


Decatur, ALA., March 16, 1959. 
Representative CHARLES A. BUCKLEY, 
House Office Building, Washington, D.C.: 


Speaking for 50 chambers of commerce in the Tennessee Valley six-State area, ¥ 
I am confident that your vote today on the TVA self-financing bill will be in ® 


the best interests of the American people. TVA belongs to the people. The 
natural resources of our Nation belong to the people and not to any private power 
company. 
Respectfully yours, 
ASSOCIATED TENNESSEE VALLEY 
CHAMBERS OF COMMERCE, 
Barrett SHELTON, President. 
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